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PREFACE 


Much of the statistical information contained in this 
Paper is compiled from the publications of the League of 
Nations and particularly from The Network of World Trade, 
1942. Much use has also been made of The Foreign Commerce 
Yearbook, 1939, of the U.S, Department of Commerce. Grate- 
ftil acknowledgements to these valuable sources are made. 

The difficulty of converting the various national currencies 
into units comparable to each are well known to students of 
international trade statistics. Figures in this Paper are as far 
as possible in U.S. dollars of pre-war value. In the case of 
comparisons going back to the period before the value of U.S. 
dollar was reduced (in 1933) and in some other special cases, 
the former gold dollar has been retained. The pre-war U.S. 
dollar was equal to 59-062 gold cents; or, in other words, 
values expressed in gold dollars can be converted into pre-war 
dollars by multiplying the gold dollar values by 1-693. 

In a Paper dealing with separate aspects of foreign trade, 
repetition is inevitable, although every attempt has been made 
to minimke it. A summary of conclusions is appended to the 
more important chapters in order to make reading and cross- 
reference as easy as possible. 

Practically all the statistical material in this Paper relates 
to pre-war years. Trade accounts of the war years are not 
generally available and in any case they could not have 
furnished any accurate picture of the normal trends in foreign 
trade. Statistics for the first post-war year are generally 
available ; but they, too, cannot furnish any accurate basis for 
generalization about the post-war trends. It is however 
claimed that the picture of Asia’s foreign trade based on 
pre-war data gives most of the information required for the 
post-war reconstruction of that trade. 

Most grateful acknowledgements are made to Mr. J. A. 
Naqvi, Librarian of the Economic Adviser to the Government 
of India for his imgrudging help at every stage. Mr. R. S. 
Dhanjal of the Economic Adviser’s Office has done all the 



chai'is in this Paper. Mr. J. L. Roy, an Economic Investi- 
gator in that Office, has been associated with the preparation 
of this Paper from the very begiiming and much of the most 
difficult compilation work has been done by him. Without 
his help, this Paper could not have been prepared. Dr. P. P. 
Pillai of the Indian Branch of the I.L.O. has also given me 
much assistance in the preparation of this Paper. I have 
benefited grealiy from the breadth of his outlook and many 
of the ideas in this Paper have arisen out of my discussions 
with him. 


New Delhi, 15 July 1947 


B. G. Ghate 
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CHAPTER 1 


THE CONTINENT OF ASIA 

The Underlying Unity op Asian Problems 

From whatever angle one may approach Asia’s economy, 
it is obvious that the countries of this Continent have many 
features in common, and face many common problems. Those 
problems arc, moreover, for the most part, specific to Asia as 
such and different from those confronting the industrialized 
West. This Paper which was originally prepared for the Asian 
Relations Conference, is concerned with Asia’s trade and 
examines the features which give it a special significance in 
the picture of world trade as a whole. It examines the causes 
of the present comparative backwardness of Asia’s trade and 
its narrow speciahzation. It also applies itself in considerable 
detail to the analysis of intra-Asian trade and the necessity of 
developing it in the interests of all the Asian countries. The 
Paper argues that the post-war development of Asian coun- 
tries will be greatly accelerated through a proper develop- 
ment of their foreign trades and that such development can 
only be brought about by the co-operative effort of all the 
Asian coimtries acting together. It makes several suggestions 
for the achievement of this goal, and argues that national 
policies co-ordinated and regulated on a pan-Asian basis wUl 
be necessary in every field of Asia’s trade. 

Asian trade problems must be considered against the 
background of forces which are at the present time rapidly 
tending to unify Asia and which are exerting a far-reaching 
influence on the economic and social development of the Asian 
coimtries. Broadly speaking the main factors in Asian 
economy can be grouped as follows ; 

(i) The high plateaux, in the heart of the continent, 
give Asian countries a certain similarity of climate and vege- 
tation. 

(ii) The enormous population of the continent with its 
present trend towards a rapid unchecked increase creates its 



own special problems which are common to many of the Asian 
countries, but which are entirely different from those of non- 
Asian countries. 

(iii) The abimdance of Asia’s raw materials, many of 
which are yet to be fuUy exploited, and her manpower gives 
Asian trade a special significance of its own. 

(iv) Blessed with these abimdant resources, Asia stiU 
presents a picture of a group of under-developed coimtries 
witib very low standards of living. Asia has therefore her 
own problems of industrial and agricultural organization, 
labour welfare, public health and foreign trade. Furthermore, 
Asian countries must pass through similar difficulties in the 
initial stages of development and these difficulties, needing 
their own special treatment, will be very different from those 
of non-Asian countries. 

Finally, there is the pressing urge of every Asian nation 
for its national freedom, and, this is stirring Asian society 
to its depths. Above eversrthing else, Asia wants her 
own freedom and wants it as soon as possible. And to an 
Asian, freedom means the freedom to plan and regulate his 
domestic life according to his own economic and cultural 
standards; freedom to uplift his own people as soon as pos- 
sible and freedom to deal as he likes with the outside world. 

Asian economics thus assumes a special significance of 
its own. It concedes the validity of the theories of compa- 
rative costs and natural or geographical advantage ; it recog- 
nizes the importance of free trade on a world basis ; it looks 
with awe and respect on the achievements of the mechanically 
industrialized countries of the world ; and it is most anxious 
to play its legitimate role in world development and 
reconstruction. 

But in the sphere of international economic policies, Asia 
must make its own reservations. Asia is endowed with 
almost unlimited resources and manpower ; her economy is 
broadbased on agricultime; her mode of living is essentially 
rural ; and she has an ancient culture and civilization which 
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cannot be allowed to be destroyed by industrialization. Asia 
will and must use the machine ; but she can never let it 
become the master. She must also promote her ancient handi- 
crafts, if not on grounds of utmost economic need, on the 
ground of employing the creative faculties of the millions 
of farmers who live in places far removed from industrial 
centres. She must improve her agriculture, and she must 
raise the econoxnic status of the farming population. 
She must stamp out disease. In short, she must plan and 
regulate her industrial development for the good of the people 
as a whole. An5^hing which deflects her from these broad 
objectives will be viewed with suspicion; but assured that 
they will not clash with schemes of world economic develop- 
ment, Asia will be only too proud to play the part assigned 
to her by the world.^ 


1. This attitude is so well summed up by Pandit Jawaharlal Nehru 
himself: — 

Where do the hundreds of millions of Asia and Africa come in this 
picture? They have become increasingly conscious of themselves and 
their destiny, and at the same time have become world-consciotis. Large 
numbers of them follow world events with interest. For them, 
inevitably the best of each move or happening is this : Does it help 
toward our liberation ? Does it end the domination of one country over 
another ? Will it enable us to live freely the life of our choice in co- 
operation with others? Does it bring eq,uality and equal opportunity 
for nations as well as groups within each nation? Does it hold forth 
the promise of an early liquidation of poverty and illiteracy and bring 
better living conditions? They are nationalistic, but this nationalism 
seeks no dominion over or interference with others. They welcome 
all attempts at world co-operation and the establidxment of an inter- 
national order, but they wonder and suspect if this way may not be 
another for continuing the old domination. Large parts of Asia and 
Africa consist of awakened, discontented, seething humanity no longer 
prepared to tolerate existing conditions. Conditions and problems 
differ greatly in the various cotmfries of Asia, but throughout this 
vast area, in China and India, in South-east Asia, in Western Asia and 
the Arab world run common threads of sentiment and invisible links 
which hold them together. 

Discovery of India, New York : (John Day Co.) 1946, p, 559- 
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Geographical Factors 

The continent of Asia, including Asian Russia, covers 
an area of nearly 18,000,000 sq. miles and extends over one- 

third of the entire land-surface 
of the globe. It is the biggest and 
the oldest continent of the world. 
The distance between its extreme 
longitudes, the west coast of Asia 
Minor (26 °E) and the East Cape 
(170®W) is nearly 6,000 miles. 
The extreme latitudes, Cape 
Chelyuskin (78°N) and Cape 
Burn (90 miles north of the 
Equator) are 5,350 miles apart. 
Asia is bounded by the ocean on 
all sides except on the west ; and 
the Isthmus of Suez connects it 
with Africa. The land boundary between Europe and Asia 
is formed on the west mainly by the Ural Mountains and the 
Ural River. 

The central range of high mountains in the heart of the 
continent imparts a great variety of climates and physical 
features to the whole of Asia. These mountains with their 
high plateaux occupy more than a fifth of the surface of the 
continent. On the south-western side of these plateaux lie 
the countries of Afghanistan, Iran, Iraq and Arabia. Towards 
the north-west stretch the low lands of Siberia, and to the 
north-east comes the great land of China with its historic 
civilization and the river-basins of the Hwang-Ho, the Yangtse- 
Kiang, and the Si-kiang. On the south, over an area of nearly 
two million sq. miles, stretch the rich and fertile plains of 
India and the Ganges and the Indus. Farthest to the south 
are the tropical regions of Malaya, Ceylon and the East Indies. 

It would be impossible to divorce the meteorology of Asia 
from its structural features. From the meteorological point 
of view, Asia must be considered as a single land mass having 
a total area approaching nearly 20,000,000 sq. miles. The 
heart of the continent is more than 1,500 miles from the nearest 


Area in million 
sq. miles 


Asia and the XJ.S.S.R. 18*7 

Europe 

.. 21 

Africa 

.. 11-7 

North America 

.. 8-4 

South America 

.. 7-0 

Oceania 

.. 3-2 


51-1 
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seaboard, a circumstance which is alone sufficient to ensure 
conditions of extreme continentality, and might, in any case, 
be expected to result in a great diffei’ence between summer 
and winter conditions. Furthermore, the orographical struc- 
ture of Asia is such as to accentuate the climatic features due 
to the vast size of the land mass. Its central core of lofty 
plateaux with their buttress of high mountains prevents the 
penetration of oceanic influences to the interior. As a result 
the winters are exceedingly cold in the plains lying to the 
north of this central barrier. Conversely, the plains and the 
deserts of the Middle East, India, Burma and Thailand are 
completely shut off from Arctic influences and in the summer 
some of the highest temperatures of the world are recorded 
there. 

Because of its size and peculiar orographical struc- 
ture, Asia has a great variety of climates. Nonetheless, the 
outstanding characteristic of the most populous regions of the 
continent is the periodicity of rainfall. 

The equatorial climate occurs in the East Indies, in 
Malaya, and, in a modified form, in Ceylon. There is some 
rainfall during all the seasons of the year and there is no 
definite dry season, as it exists in India, Burma or China. 
More than half of the annual rainfall, however, occurs during 
the three or four months of the summer season. 

The tropical monsoon climate occurs mainly within the 
tropics and the typical ‘monsoon lands’ are India, Burma, 
Siam, Malaya, Indo-China and Southern China. Here the rain 
falls largely in the summer and there are definitely marked 
dry seasons. The annual variations of temperature are small, 
ranging between 10° and 40 °F. For the sake of convenience, 
Central and Northern China and Japan may also be included 
in the ‘ monsoon lands their rainfall being seasonal and due 
to causes similar to those operating in the typical ‘monsoon 
land ’ of India. The only difference would be the greater range 
of variation in annual temperatures and the greater cold in 
the winter. 

The desert climate of Iran, Iraq and Arabia is characteri- 
zed by an extreme paucity of rainfall and large variations 
both in the daily and annual ranges of temperature. With an 
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annual variation in the average monthly maximum tempera- 
tures o£ over 60 Tehran has a rainfall of less than nine 
inches per year. 

The northern low lands of Asia and Asian Russia have a 
cold climate with large variations of temperature and scanty 
rainfall. 


Pressure of Population 

The remarkable features of the Asian population are the 
absolute numbers involved at present and the rapid rate at 
which they are expected to increase during the next few 
decades. 

On any computation Asia contains as many inhabitants 
as the rest of the world put together.^ The population of India, 
estimated at 390 millions in 1941, cannot now be less than 415 
millions, and is expected to reach the 500 million figure 
by 1971. No ofiScial census of the entire Chinese popu- 
lation has been taken, but reliable semi-official Chinese 
sources put it at 460 millions ; and the annual net increase in 
China cannot be less than 4,500,000. The population of Japan 
proper doubled during the seventy years preceding the 
outbreak of World War 11 and the annual natural growth 
during most of that period was about 1-3 per cent., a figure 
far in excess of any known in India. The present population 
of all the former Japanese territories taken together cannot 
be less than 145 millions. 


2 . 


Europe 

USSR 

Africa 

North America 
Other continents 
Asia 


Estimated World Population 
1940 (Millions) 

403 

172 

158 

163 

123 

1,200 


Total 


2,219 
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The KsUmatcd Approximate Populations of Asian Countries in 1940 


Afghanistan 


(Millions) 

007-0 

Arabia 


007-0 

China and Dependencies 


460-0 

India 


390-0 

Iraq 


003-7 

Iran 


015-0 

Japan, including Japanese controlled areas 


143 0 

Nepal 


005*6 

Thailand 


015-6 

Turkey in Asia 


016*3 

Burma 


016-0 

Ceylon 


005-9 

Hong Kong 


001*1 

Malaya States 


004*0 

French Indo-China 


023-7 

Netherlands Indies 


069-5 

Asian USSR 


065-0 

Grand Total, including Asian USSR 


1,200-0 


The continent of Asia has thus the distinction of con- 
taining the first three of the most populous countries of the 
world. This, however, is a distinction of doubtful nature ; 
since the pride of Asia has also become its most pressing pro- 
blem. Its ancient peace-loving peoples who have contributed 
so much to the permanent values of civilization appear, at 
least on the present reckoning, to be in danger of being crushed 
under their own weight. 

Judged by modem techniques of production, most of the 
Asian countries are grossly overpopulated. On a conservative 
estimate of one per cent, per annimi, the net increase in the 
Asian population during the next few decades will not be less 
than 12 millions per year. This would include an annual 
addition of nearly 5 millions in India, another 5 millions in 
China, 1 million in Japan and another 1 million in the rest of 
Asia put together. Taking Asia as a whole one careful student 
suggests that of a probable total population of 3-3 billion 
people in the year 2000, perhaps 2 billion will be in Asia.^ 


3. See Economic Journal, December 1946, p. 546. 
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This contrasts greatly with the population of Europe (ex- 
cluding the USSR) and North America which together com- 
prise over 60 per cent, of the total non-Asian populations of 
the world. A Jjeague of Natioi^ publication generalizes about 
Europe as follows (which to some extent also applies to North 
America where the estimated rate of growth is likely to be 
much smaller than that experienced a few decades ago) : — 

The rapid growth of Europe is at an end. Demographically speak- 
ing, Europe has reached maturity European 

populations are now approaching population stability in a rapidly 
expanding world. At home Europe faces economic and cultural changes 
made necessary by the end of the popxilation increase and the beginning 
of an era of stationary, if not actually declining, population. Europe 
has been geared to a swiftly expanding civilization, one basis of which 
was a growing population. This element in expansion is now dis- 
appearing.4 

This creates a two-fold problem for the world as a whole. 
The advanced nations of the world have experienced an 
enormous increase in their technological capacities for pro- 
duction during the war, and, once the post-war transitional 
difficulties are over there will practically be no technical limit 
to the expansion of their production. This output on the other 
hand cannot be fully absorbed by their declining or stationary 
domestic populations. The under-developed countries of Asia, 
with more than half the world population, will on the other 
hand possess growing markets with, it is hoped, increasing 
purchasing powers. In the face of these facts, world com- 
mercial policy will have to be shaped in a manner suited not 
only to the interests of the industrialized nations as such but 
also to those of the backward nations. This aspect of world 
commercial policy will be discussed in a later section.^ 

Backward Agriculture 

The absolute size of the Asian population with its rapid 
rate of growth becomes a fact of primary importance in Asian 


4. The Future of Population of Europe and the Soviet Union 1944, 
p. 69. 

5. Chapter II, pp. 29-30, 37-^. 

2 
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life and is interwoven with every branch of its economics and 
sociology. The characloristic features of the agriculture of 
most of the Asian countries are the prevalence of minute hold- 
ings of land, abundance of labour supply,® which is virtually 
unemployed during most of the year, and lack of capital 
equipment of any sort. A land survey conducted in 1934 in 
22 provinces of China showed that nearly 36 per cent, of the 
farms were less than 1-2 acres in size, 25 per cent, of them 
varied between 1-2 and 1*5 acres, and only 8 per cent, ex- 
ceeded 7-5 acres. With the highest density of population per 
sq. mile in the world, Japan’s agriculture, which has been 
by far the most important of her industries, presents a similar 
picture. In 1939, 40 per cent, of her farmers cultivated farms 
of less than 1*5 acres and another 40 per cent, between 1*5 
and 3’0 acres. The number of farms exceeding 7*5 acres was 
negligible. Millions of identical instances could be found in 
India and other Asian coimtries where agriculture is pre- 
dominantly a small-size family farm occupation. 

The difficulties of such farming are too familiar to be 
laboured here. Small size farms do not yield themselves to 
mechanization ; they waste labour and are wholly at the mercy 
of nature. In most of the Asian countries farming is hardly 
a business at all. It is a mode of living. The peasant farms 
tho land not because it pays him to do so ; but because he has 
nowhere else to go. 

The resixlts of Asian agriculture, in terms of productivity, 
are therefore deplorably low. Mr. Colin Clark has collected 
statistics for obtaining intemationcilly comparable data of net 
output (i.e. exclusive of fertiliser and fodder consumption) of 
the agricultural and pastoral industries of a number of coun- 
tries. His conclusions are ; * Per worker engaged, by far the 


6. On the basis of census returns, and of estimates for those coun- 
tries for which no census returns were available, it has been estimated 
by a League of Nations’ enquiry that of the world population in 1938 
of over 2,000 millions, nearly 900 millions were gainfully occupied and 
of these nearly 550 millions were estimated to be in agriculture. Over 
half of these were to be f otmd in Aaa. Measures of a National or Inter- 
national Character for Raising the Standard of hiving. League of Nations’ 
Economic Committee, 1938, p. 49. 
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highest outputs are found in New Zealand (2244 Internaiional 
Units), Australia (1524 I.U.), Argentine (1233 I.U.). In 
Poland production drops to 195 I.U,, Japan to 120 and in 
Russia 88. A comparable estimate for China is about 46 I.U.’ 
In terms of optimum diet (as estimated by Mr. Clark from 
the requirements laid down by Sir John Boyd Orr) this means 
that the labour of one male agriculturist in New 2iealand is 
sufficient to supply the defined optimum diet to 44 people, in 
Australia to 25 people and in Japan to less than 2 people. In 
China, it does not supply that diet to a single person, that is, 
to the worker himself, not to mention his dependents. In 
other words, the bulk of the Chinese population never receives 
the minimum diet for a full and healthy life. What is true 
of China is equally true of most of the Asian countries and 
especially of India, Ceylon and the Middle East. 

Handicrafts and Industrialization 

Anotiier effect of backward agriculture is die continued 
trend of the past many decades towards urbanization.'^ 
Sooner or later, for it is the most reluctant and heart-rending 
confession of failme, the farmer must recognize that his 
growing family can no longer be fed on the farm. But where 
else can it go ? It can migrate only to the town — ^the town 
which has not been prepared to receive it and the town 
which is unspeakably ugly and filthy. Bom and bred in rural 
slums, it must swell the city slums and depress the skill and 
wages of the city worker. 


7. That this trend is characteristic of Asia is undeniable. For 
hidia, see Economic Adviser’s (Statistical Summary of Social and 
Economic Trends: During the thirties the number of cities with a 
population of one hundred thousand and above rose from 35 to 53 and 
the city population by 7% millions (p. iii). In Japan, the entire increase 
of 14 millions in the Japanese population between 1913 and 1935 was 
to be found in towns and ddes of 30,000 or more. See The Indus- 
trialisation of Japan and Mavchukuo, (1940) by E. B. Sdiumpeter and 
others (p. 65). For the Middle East where this tendency is almost 
as strong as in Japan and much stronger than in India, see The 
Economic Development of the Middle East by Alhed Bonne, (Ch. H). 



12 


ASIA'^S TRAli]B. 


Coiilronted with this phenomenon, it is but natural that 
Asia should be so insistent on large-scale industrialization. 
This is a subject for a separate paper before the Conference 
and all that need be said here — ^in a paper on Asia’s Trade — ^is 
to mention the longing for industrialization as one of the basic 
and unifying influences in Asian life. It is recognized on all 
sides that industrialization, by itself, will not appreciably 
reduce the pressure on the soil. But the basic argument for 
increased industrialization lies in the fact that productivity 
per worker is much higher in manufacturing and service in- 
dustries than in primary industries.^ A transfer of population 
away from agriculture into the manufacturing industries 
will, therefore, greatly assist in raising the general average 
income per head. This has happened in all the countries 
which are now fully industrialized; and Mr, Colin Clark, 
after a careful review of the growth of output per head in 
different periods and in different countries, concludes that : 

Generally speaking, the main dynamic of economic advance has 
been the rising income per head in either secondary or tertiary indus- 
try, often in both, and the transfer of population away from primary 
industry.9 

But the pattern of industrialization in the East must take 
a form different from that which it assumed in Great Britain, 


8. The following for example shows the differences in productivity : 
Incomes per head (International Units) 


Primary Secondary 

production production 

U,S.A. (1935) 688 1728 

Great Britain (1930) . . 827 1151 

France (1930) .. 500 1373 

Sweden (1930) .. 278 1109 

Japan . . 146 959 


From Industrial Development of the Netherlands Indies, by Peter 
Sisten, Institute of Pacific Relations, 1943, p. 29, 

Also, income per occupied person in India in 1931-2 in agriculture 
was Bs. 124, in industry Bs. 192 and in service industries Hs. 305. 
Dr. V. K, R. V. Bao’s estimates in The National Income of British India, 
1931-2, 1940, Macmillan & Co. 

9. Colin Clark, Conditions of Economic Progress, 1940, Macmillan 
St Co., p. 12. 
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the U.S.A., Canada, Germany and France where, in the earlier 
stages, the populations which were rapidly increasing, never 
actually outpaced their labour requirements. In Asia 
industrialization must take place with an already excessive 
population which, in addition, is increasing rapidly indus- 
trialization. It must also be fitted in with the handicraft indus- 
tries which are scattered aU over the Asian continent and 
which have traditionally furnished the rural community with 
a subsidiary means of income. 

These are the factors which explain the oriental attitude 
of half-respect and half-fear of the industrial civilization of 
the West. There is something in the scene of large-scale in- 
dustrialization which while it attracts, as does the shiny skin 
of the serpent and the glint in its eye, also revolts and repels 
the Asian onlooker. Will industrialization, in providing some- 
thing new, which may be good or evil, sweep away whatever 
in Japan; this is the attitude in India and China and the 
is good in the old system ? he asks. This was the attitude 
in the Middle East. 

This attitude did not fail to escape the notice of 
Prof. R. H. Tawney who generalizes on China as follows : 

What makes modern industry is ultimately not the machine, but 
the brains which use it, and the institutional framework which enables 
it to be used. It is a social product which owes as much to the jurist 
as to the inventor. To regard it as an ingenious contrivance, like a 
mechanical toy, .... is naive to the point of absurdity. It is like 
supposing that, in order to acclimatise Chinese script in the West, it 
would be sufhcient to introduce Chinese brushes and ink, 

(But) does she (China) genuinely desire it (modern industry) ? 
Or is her real aim a more subtle one— to use Western technique as an 
instrument, while resisting domination by the mentality behind it? 
Only a Chinese can say, and, perhaps, not even he. 

Chinese who applaud the triumphs of the machine rarely mean 
what the West means when it uses the same phrases. The latter hails 
it as a master, the former accept it as a servant. When they reflect 
on the weakness of their own couniry in the face of foreign Powers, 
they feel like a giant outwitted hy a dwarf.l® 


10. Land and Labour in Chinaj 1937, George Allen and Unwin* 
p. 131. 



Asians admire the devices which have given success to the 
giant, hut deep down in their hearcs is the pride of civilization, 
that is, the value they attach to the ancient handicrafts which 
have provided not only a subsidiary income to the coimtry-sido 
but also an outlet to its creative faculty and personal pride. 
Throughout the length and breadth of Asia, handicrafts have 
played an important pai-t in the economic lire of the people 
and through them have been expressed some of the best arts 
and cultures. But the impact of industrialization on them has 
been disastrous. Competition with the shoddier but cheaper 
machine-made products has virtually ruined them and has 
made the coimtryside, economically and socially, infinitely the 
poorer. And this has happened at a time when the popula- 
tion has been growing without an 3 rthing like a corresponding 
increase in agricultural productivity. This has set up a vicious 
circle, which has been widening throughout the past half 
century, in which the peasant became poorer, which, in its 
turn, placed a severe limit on further industrialization. The 
time has thus come in most of the Asian countries (and especi- 
ally in China and India) where both agriculture and industry 
threaten to come to a standstill, with the ‘menace’ of population 
growing. This stage probably came a bit earlier in Japan 
and was overcome by her armament industries and aggressive 
activities. 

Fortunately, most of the Asian countries are fully alive 
to this aspect of industrialization. Japan has instituted a great 
deal of legislation and organization to ‘marry’ her modem 
indxistries to her handicrafts ; the Chinese Industrial Co-oper- 
atives have achieved a great deal since their inception in 
1938 and in India no less a person than Mahatma Gandhi 
was personally interested in the promotion of her rural indus- 


U. The foUoWmg for example are the principles for the organiza-* 
tion of industrial co-operatives in rural areas ; (i) To industrialize 
(modernise) existing rural bandicrcifts ; (ii) to improve the procesting 
of rural products and by-products ; (iii) to increase the farmer’s income 
through the increase of production; (Iv) to utilize raw materials and 
(v) to develop hous^old handicrafts and small industries . — Chim 
Handhook, 1937-43 Macmillan & Co., New York, 1843. 
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tries. In the Middle East, in Burma and in Ceylon the pro- 
blem is also receiving much attention. But, no co-ordinated 
attempt on a pan-Asian scale for the promotion of Asian handi- 
crafts has yet been made. 

An Iiwjea-Asian Handicrafts Corporation 

The promotion of national handicrafts must therefore play 
a large part in Asia’s future commercial policies. 

In spite of all their continued neglect and present dis- 
organization, handicrafts stiU offer one of the most fruitful 
source of foreign income to all the Asian countries. In a 
very informative article, Mr. Sidney O. Wolcott of the U.S. 
Bureau of Foreign and Domestic Commerce, estimates that 
handicraft products accoimted for about 11 per cent, of Cliina’s 
total exports during 1935 - 7.^2 Excluding mineral oils, 15 per 
cent, of the total exports from Persia in the Persian year 1937-8 
were of woollen carpets. Ihe exports of handicrafts products 
from India, Burma, Iraq and other countries must also be 
considerable. 

In addition to the national measures for the promotion 
of handicrafts, which have been mentioned earlier, some kind 
of commercial arrangement must be made on a pan-Asian scale 
for the development of national foreign trades in handicrafts. 
At present foreign trade in national handicrafts is completely 
imorganized. Only a few foreign firms are interested in it 
and their interest is purely financial. They purchase these 
handicrafts fourth or fifth hand through a succession of small 
dealers, middlemen and hired and sweated artisans. To these 
costs are added the ocean freight and the import duties which, 
as Mr. Wolcott points out, amotmt, in the United States, in 
some cases to over 100 per cent, of the import prices. Even in 
India which is comparatively a low-tariff country, the import 
duty on Persian carpets is 42 per cent. Nowhere in the tariff 
schedules of any country is any concession made for imported 
handicrafts. As a result, handicrafts, which should be the 


12. Foreifrn Commerce WeeMy, 5 January 1946, p. 5. 
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corner stone of Asian prosperity, have fared extremely badly 
in foreign trade, and the isolated and un-co-ordinated national 
attempts at their promotion have not been as successful as 
they might have been. 

Some of the products of national handicraft industries 
may not find a remunerative market in the countries of origin. 
This may be due to their excessive familiarity to domestic 
users, due to high prices for the poor and undeveloped internal 
markets, or due to some other factors particularly applicable 
to each country. The same products, on the other hand, will 
surely find wider and more remunerative markets abroad. 

It is therefore suggested that an Intra-Asian Handicrafts 
Corporation should be established in Asia and that it should 
be charged with the function of evolving commercial arrange- 
ments by which products of certified and well-defined handi- 
craft industries will move freely between one nation and 
another. This Corporation will make arrangements all over 
Asia to certify and distinguish the products of handicraft in- 
dustries which should enter intra-Asian trade without any 
tariff at all. The Corporation will also attempt to have world 
tariffs on handicrafts reduced or abolished altogether. It is 
impossible to make any estimate of the loss to national reve- 
nues by this reduction or abolition; but it cannot be very 
great. And, in any case, the loss so suffered will in the long 
run be made up by the great advantage which increased 
foreign trade will bring to the rural communities of the whole 
of Asia. 

Increased trade in handicrafts will also serve as a basis 
of commercial co-operation and international goodwill in the 
widest sense of the term. The Corporation, with its various 
national branches, will popularize the handicrafts of one coun- 
try in another, and, thereby bring the peasants and artisans 
of one coimtry morally and spiritually closer to those of the 
other. It will also eliminate middle-men and the so-called 
* curio* sellers and help foreign purchasers to distinguish 
between the false and the genuine article. 

To be really effective, the Handicrafts Corporation must 
ensure that all the raw materials required for the develop- 
ment of handicraft industries also move freely and cheaply 
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tkrough the channels of foreign trade. The Corporation will 
also need to establish branches in each country. These 
branches will provide for the interchange of technical and 
commercial information on all aspects of handicraft industries 
and undertake the task of publicising the handicrafts of other 
countries. Finally, these branches will also issue the neces- 
sary certificates which would enable handicrafts to secure 
tariff concessions and preferences in other countries. 

The administrative details regarding the organization, 
finances and functions of the Corporation need not be dis- 
cussed here at length. It might however be stated that the 
Corporation will not require any great capital, as it is not 
suggested that it should concern itself with details of national 
policies regarding handicraft industries ; nor will the Corpora- 
tion undertake the commercial functions of buying and selling 
the handicrafts products. It will however require a number 
of publicity organizations and a few technically trained and 
experienced officers to help national governments with advice 
as to the best methods of promoting national industries and 
the sales possibilities in foreign markets. For the most part, 
the Corporation will work in co-operation with the national 
government agencies dealing with these industries and its 
primary function will be to achieve co-ordination in the 
matters of production, cost, sales and marketing. These func- 
tions do not necessitate heavy expenses and it should be possi- 
ble to inn the Corporation by small national contributions 
based on the value of foreign trade in handicraft products or 
on the value of foreign trade as a whole. 

Conclusions 

(i) Asia is not a mere geographical abstraction. There 
are several influences which impart a basic unity to many of 
the problems of Asian economics and sociology. 

(ii) Broadly speaking, these influences can be grouped 

under these main heads : (a) a certain similarity of 

climate and vegetation ; (b) a large population which is still 
expanding at a rapid rate ; (c) the abxmdance of raw mate- 
rials ; (d) the pressing need of every Asian country for indus- 

*■» 

o 
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trial and economic development; and (e) the urge of every 
Asian country to achieve its own freedom. 

(iii) The central range of high mountains in the heart 
of the continent imparts a great variety of climates and phy- 
sical features to the whole of Asia ; and climatic conditions, 
on the whole, make Asia one of the largest producers of raw 
materials in universal demand. 

(iv) On any computation, Asia contains more than half 
of the total population of the woi*ld. Apart from its absolute 
numboi’s, another characteristic is its rapid rate of growth. 
The populations of Europe and America, on the other hand, 
are tending to attain a declining or stationary stage. This 
must affect world commercial policy as a whole and might 
result in the specialization of industrially developed countries 
as producers of capital equipment which Asian countries 
will need in ever increasing quantities in future. 

(v) The large populations of Asian countries are almost 
entirely dependent on agriculture which is carried on as a 
small-scale family occupation. Handicrafts play an important 
part in the economic and communal lives of all the Asian 
countries, because they supplement the meagre income from 
agriculture and because they provide an ouliet for the creative 
faculties of the people. 

(vi) The Asian attitude towards large-scale indus- 
trialization of the Western t37pe is one of halting and hesitant 
admiration. Asia is so insistent on industrialization, because 
production per head in manufacturing and service industries 
is very much greater than in primary occupations, such as 
agriculture, forestry, etc. Increased industrialization there- 
fore offers the best prospect of a rapid increase in national 
income and higher standards of living. 

(vii) But it is recognized on all hands that industriali- 
zation by itself will not greatly increase the total volume of 
employment in the Asian countries. Handicrafts must, there- 
fore, play a large part in the development oh Asian countries. 
Asian handicrafts have been famous all over the world and 
action must be taken to ensure that they are no longer allowed 
to be swamped by industrialization. 
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(viii) Although national policies of almost all the Asian 
coimtries have attempted to increase the profitability of 
national handicraft industries, pan-Asian action for their deve- 
lopment must also be taken. 

(ix) It is suggested therefore that an Intra-Asian 
Handicrafts Corporation with branches in all the Asian 
countries should be established. The Corporation will pool 
information on national policies, advise the Governments on 
action to be taken on intra-Asian lines, help and promote intra- 
Asian trade in genuine handicrafts and consider all aspects of 
commercial policy relating to foreign or intra- Asian trade in 
handicrafts. This would have much influence in promoting 
cultural ties among the Asian countries, eliminating the 
fraudulent ‘ curio ’ trade and bring the peasant of one country 
nearer to that of another. 

(x) The functions, finances and organization of the 
proposed Corporation will have to be worked out in detail. 


* 



CHAPTER II 


ASIA’S DEPENDENCE ON RAW MATERIALS 

Abxtndance op Asia’s Raw Materials 

Broadly speaking, no country is entirely self-sufficient in 
the raw materials it requires ; nor has any country a monopoly 
of any but a very few of the world’s raw materials. Neverthe- 
less, there is a wide divergence in the dependence of various 
countries on imported raw materials. The countries which 
have been comparatively poor have been somewhat handi- 
capped in their industrial expansion and have envied those 
who have had a better access to raw materials. Many of the 
aggressive commercial policies of the past have arisen from 
a desire to acquire, as cheaply and as exclusively as possible, 
the essential raw materials required for domestic expansion. 
This was one of the primary motives in Italy’s demand for 
colonies, Germany’s so-called need for lebensraum and Japan’s 
aggression in the Far East. 

Asia is one of the continents which is extremely well 
supplied with raw materials, and in respect of some of them 
she has a virtual monopoly of the world. An indication of the 
world’s raw material resources can be obtained from the 
League of Nations’ Raw Materials and Foodstufs published 
in 1939 and based on the information available in 1937. On 
the average of 1925-9, China produced over 67 per cent, of 
the world’s antimony ore. In 1937, her share declined to 36 '5 
per cent, largely because of increased production in Mexico. 
China and India are both very rich in bauxite and extensive 
developments in bauxite mining have occurred during the 
war. China and Burma produce practically the whole of 
world’s tungsten which is extremely valuable for high speed 
machine tools, magnets and filament in electric light bulbs. 
In 1929, India produced about 26 per cent, of the world’s 
magnesium and in 1937 nearly 18 per cent. China has also 
large deposits of magnesium and has always been an export- 



DEPENDENCE ON RAW MATERIALS 21 

itig country. Asia has a virtual monopoly of tin. In 1938, 
Malaya produced about 37 per cent, of the world supply and 
the Netherlands Indies nearly 21 per cent. Burma and China 
have also considerable deposits, their production in 1938 being 
respectively about 3 and 6 per cent. Chma and India have 
also abundant supplies of pig iron and iron ore, although these 
resources have not yet been fully exploited owing largely to 
their industrial backwardness. 

Burma and the Middle Eastern countries of Iraq and Iran 
have considerable resources of petroleum and allied mineral 
products. From its birth, the main weight of the mineral oil 
industry has always been in the Western Hemisphere. Of all 
the oil produced to date, nearly 78 per cent, has been produced 
in the United States and the Caribbean basin. But the picture 
is changing. American consumption of petroleum is rising 
very rapidly, while the native reserves are being used up. 
The United States is within sight of having to import petro- 
lexim and it is estimated that within a decade the total pro- 
duction of the Western Hemisphere will be barely sufScient 
for its needs. Middle Eastern output, on the other hand, is 
rising fast. Of all the oil produced from the birth of the 
industry to date, the Middle East has provided less than 
4 per cent. But of the world’s present proven reserves, 
42 per cent, is in that area, as against only 46 per cent, in 
the Americas. The Middle East will soon be by far and away 
the largest source of supply of oil for export.^ 

Asia also holds a virtual monopoly of the rubber supply 
of the world. British Malaya produced 41*0 per cent, of the 
world supply in 1937 and the Netherlands Indies 33 per cent., 
the rest being produced in Burma, French Indo-China, Siam 
and Ceylon. In respect of cotton India produced over 14 per 
cent, of the world crop in 1937 and China about 8 per cent. 
The other producing coimtries were the U.S.A. (50 per cent.) , 
the U.S.S.R. (10 per cent.) and Egypt (6 per cent.). India 


1. The Economist, London, 4 January 1947, p. 1. 
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produces practically the whole of the world’s jute crop, just 
as Japan produces nearly 80 per cent, of the world’s raw silk. 
The next important producer of the latter commodity is 
China. 

As regards agricultural products, especially oil seeds, 
copra, tea and tobacco, Asia has either a world monopoly or 
at least a controlling influence on world supplies. 

The following table gives a bird’s eye-view of the raw 
material position of the world as a whole. On a superficial 
view of the figures it might appear that the bulk of the woidd’s 
raw materials and resources are concentrated in Europe and 
America. This would not, however, be completely true. The 
figures in the following table relate lo the average of the years 
1936-8. Since then many of Asia's raw materials have been 
more fully exploited and it is reasonable to argue that Asia’s 
expansion has been relatively greater than the global expan- 
sion. Furthermore, these figures do not give any real indica- 
tion of the potential resources of Asia, showing, as 
they do, only those resources which have been exploited 
so far. It might also be mentioned that in spile of 
the population and size of Asia, her share in the 
total world trade does not exceed 15 per cent. It is to 
this figure that the resources so far exploited should be 
related ; and it must also be borne in mind that their exploita- 
tion is naturally limited by such factors as backward indus- 
trialization, undeveloped internal conununications, high costs 
of transport, distance of raw materials from the main indus- 
trial and consuming centres, low world demand and low world 
prices throughout most of the inter-war period and lack of 
capital and technical assistance. 

In spite of these limiting factors, the following indices for 
Asia do not compare too unfavourably with those of the other 
continents. In (vegetable) oils and oil materials Asia 
definitely wields a controIUng world influence; her position 
in metals and non-metdlUc minerals is fairly respectable and 
in rubber she holds a complete monopoly. 
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Table showing average indices for the years 1936, 1937 and 1938 
of World Production of Eaw Materials and Foodstuffs 
Sub-divided by Continental Groups 

(1929=100) 



Europe exclud- 


ing U . S . S . R . . . 

34-3 

35*1 

31*5 

25*6 

15*6 

15*6 

— 

25*8 

46*5 

u.as.R. 

11*2 

11*6 

9*8 

10-2 

5*8 

10*1 

— 

14*1 

8*7 

North America . . 

23'6 

19*6 

38-5 

34*6 

13*3 

25*4 

— 

30*4 

23*3 

Latin America . . 

8-0 

8*6 

5*6 

6*6 

8*5 

7*6 

1*9 

8*5 

6*8 

Africa 

3-0 

3-0 

2*8 

4*3 

12*6 

6*0 

0*8 

8*1 

2*8 

Oceania 

2-9 

3*4 

1*2 

2*5 

0*8 

6*5 

0*1 

2*7 

0*8 

Asia 

17-0 

IB'7 

10*6 

26*3 

43*4 

2s*a 

97*2 

10*4 

IM 


Total .. 100-0 100-0 100-0 100-0 100-0 100-0 100-0 100-0 100-0 


Nbd: Export op Raw Materials 

A more useful approach to the consideration of Asia’s 
resources in raw materials would be to estimate the total 
requirements of the continent and its dependence or other- 
wise on foreign imports. The table on page 26, compiled from 
the League of Nations’ The Network of World Trade, 1942, 
shows the percentage share of the various groups of Asian 
countries in the weight of world imports and exports of certain 
essential raw materials and foodstuffs. 

The conclusions which emerge from the table are strik- 
ing. In the first instance even on the showing of 1938 figures, 
Asia is on the whole a large net exporter of thirteen out of 
the twenty-one commodities listed in the table. These com- 
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modifies were wheat, rice, sugar, tea, oilseeds, raw silk, raw 
jute, rubber, petrol, gas and fuel oils, manganese ore, tin ore, 
and unworked tin. Secondly, she was practically self-suffi- 
cient in respect of raw cotton and coal. Thirdly, she had to 
import only six of the twenty-one commodities required for 
an expanding economy, the more important of which were 
wheat flour for China, and iron and steel and pig iron for 
Japan. 

Analysed further, the above conclusions would be modi- 
fied greatly in favour of the three Asian groups of countries, 
namely, India, Burma and Ceylon ; China and Continental 
Asian countries ; and the South-east Asian countries. Taken 
as a whole, these three groups had a preponderant interest in 
the exports of all the twenty-one commodities, except wheat 
flour which China had to import to a large extent. 

These figures indicate that all the Asian countries except 
Japan will in future have similar interests in world commer- 
cial policies in respect of their foreign trade in raw materials. 

Japan, on the other hand, should she even have control 
over the territories of Korea and Formosa, will be dependent 
on imports and may not have exactly identical interests 
with those of the other Asian countries. In spite of 
her expanding population, Japan is practically self-sufficient 
in foodstuffs. She must, however, import large quantities of 
oilseeds and vegetable oils, raw cotton, jute, rubber, coal 
petrol, manganese, iron ore, pig iron, iron and steel scrap, 
copper, lead and tin. In short, the Japanese economy is 
extremely vulnerable and must always depend on large 
imports of both coal and pig iron. No country can aspire to 
achieve the full height of industrialization with these primary 
resources so greatly deficient. This largely explains the 
aggressive commercial policies of Japan in the inter-war 
period and her aggressive designs of expansion in the Far 
East,^ 


2. See Chapter IV 
4 



Serial No. 


Asia's Shaie in the World Tiadc of Certain Eaw Materials 
and Foodstuffs in 1938 



1. 'Wheat 

I 

1 





E 

3 





1 

2. Wheat Flour 

1 

2 

12 



23 


E 

3 

1 

13 

1 

3. Rice 

1 

27 

24 

— 

9 


E 

48 

40 

1 

1 

4. Sugar 

1 

1 

2 

— 

6 


E 

— 

22 

3 


5. Tea 

1 

1 

1 



5 


E 

64 

17 

7 

10 

6. Oil-seeds and 

Vegetable Oils . 

I 

2 

2 

3 

— 


E 

13 

29 



10 

7. Eaw Silk 

I 

O 

M 

1 

3 




E 

1 



78 

12 

8. Raw Jute 

1 

1 



3 

21 


E 

99 






9. Raw Cotton 

1 

5 

1 

21 

2 


E 

18 

1 


5 

10. Rubber 

1 



14 

4 



E 

7 

91 


-- 

It Coal 

I 

1 

2 

6 

1 


E 

1 

2 

2 

4 

12. Petrol 

1 

2 

4 

4 

2 


E 

1 

15 


12 

13. Gas and Fuel 

Oil 

. I 

4 

4 

— 

4 


E 



9 

— 

17 

14. Manganese Ore 

, I 

— 

— 

7 



27 5 -- 18 

15. Iron Ore ..I — 8 

F 1 3 _ 

16. Pig Iron ..I 1 — 42 1 

E 20 — 5 10 

17. Iron and Steel 

Scrap . . I — 35 

F 2 1—2 

18. Copper 

(Unworked) . . I — — 7 — 

E — — 

19. Lead 

(Unworked) . . I 1 1 12 — 

J5» g 

20. Tin Ore ..I — 20 — — 

E 2 33 1 — 

21. TJnwoxked ..I 2 2 4 1 

£ e SO — 8 64 
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Percentage sub-division o£ Imports and Exports 
of Asian countries 3 



1928 

Percentage 
Distribution of 
Imports and Ex- 
ports under 
each group 

1937 
Percentage 
Distribution of 
Imports and Ex- 
ports under 
each group 

Imports 

Exports 

Imports E:q)orts 

India, Burma and Ceylon 
(a) Foodstufts 

19 

25 

15 

30 

(b) Materials Easv and 
Partly Manufac- 
tured 

12 

51 

20 

49 

(c) Manufactured 
. Articles 

69 

24 

65 

21 

Total (a) + (b)-j-(c) •• 

100 

100 

100 

lOO 

South-east Asia 
(a) Foodstuffs 

24 

41 

17 

25 

(b) Materials Haw and 
Partly Manufac- 
tured 

22 

54 

27 

71 

(c) Manufactured 

Articles 

54 

5 

56 

4 

Total (a) + (b) + (c) .. 

100 

100 

100 

100 

China and other Continental Asian Countries 
(a) Foodstuffs .. 23 21 

14 

27 

(b) Materials Haw and 
Partly Manufac- 
tured 

22 

52 

18 

55 

(c) Manufactured 

Articles 

55 

27 

68 

18 

Total (a) + (b)+(c) .. 

100 

100 

100 

100 

Japan, Korea and Formosa 
(a) Foodstuffs 

12 

9 

5 

11 

(b) Materials Haw and 
Partly Manufac- 
tured 

64 

43 

74 

19 

(c) Manufactured 

Articles 

24 

48 

21 

70 

Total (a)+(b)+(c) 

.. 100 

100 

100 

100 


3. Compiled from The Network of World Trade, 1942, published 
by the league of Nations, Table 7« 
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The pressure of population, backwardness of industriali- 
zation and the abundance of raw materials impart a peculiar 
feature to the composition of Asia’s foreign trade. The exports 
of most of the Asian countries, during the pre-war period, 
consisted largely of raw materials and essential foodstuffs. 
Their impox'ts, on the other hand consisted very largely of 
manufactured articles of daily use and some machinery and 
capital equipment for industrial development.^ 

This tendency, as will be seen in the table on page 27, was 
however completely reversed in the case of Japan. Being 
deficient in raw materials she had to import them on a large 
scale from abroad, and being more industrialized than other 
Asian countries she had to export manufactured articles on 
an equally large scale. In 1937, 74 per cent, of her imports 
consisted of raw materials and 70 per cent, of her exports of 
manufactured articles. The corresponding figures for China 
were : 68 per cent, of the imports were of manufactured 
articles and 55 per cent, of the exports were in the form of 
raw materials. 

Vulnerability op Raw Materials to Price Fluctuations 

It is thus obvious that Asia has an enormous interest in 
the evolution and regulation of world policies in respect of 
raw materials. She will be particularly concerned with poli- 
cies relating to tea, rubber, jute, sugar, silk, vegetable oils 
and oilseeds, cotton and rice. She will also be deeply 
interested in policies concerning such minerals as manganese, 
tungsten, tin and tin ore, antimony, bauxite, petroleum and 
mineral oils. 

It is well known that raw materials of all kinds, are 
extremely vulnerable to price fluctuations in times of falling 
prices. In the first instance, the demand for them contracts 
even before the full impact of the depression is felt . The 
normal stocks of raw materials which are generally larger 


4. This aspect of Asia’s foreign trade is discussed in greater detail 
in Chapter IV. 
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than those of manxifactured articles always enable an entre- 
preneur, as a first step in anti-slump policy, to cut down his 
purchases of raw materials. Secondly, the contraction of 
manufacturing industries themselves at a later stage reduces 
demand for raw materials. Coming as it does at a time when 
stocks have become surplus, this exerts an unduly depressing 
influence on prices. Thirdly, raw material producers are 
scattered all over the world and are generally small individual 
producers. They have in consequence practically no defen- 
sive power. The net result is that prices of raw materials 
fall more rapidly in a slump than those of manufactured 
articles and also, when recovery starts, recover more slowly 
although the initial recovery in the prices of raw materials 
may start earlier. In addition, the fall in the prices of raw 
naaterials is always greater than in the prices of manufactured 
articles: — 


Movement of Prices in International Trade 
(1929=100) 


General price 


Year 

FoodstufEs 

Raw 

Manufactured 

level for 

materials^ 

articles 

prices of all 





articles 

1929 

100 

100 

100 

100 

1930 

84-5 

82 

94 

87*1 

1931 

66-5 

59 

78 

67-7 

1932 

52 

44 

63*5 

52*4 

1933 

45-5 

40 

56*5 

46*7 

1934 

41-5 

39-5 

50 

43*5 

1935 

40*5 

39 

48 

42*4 

1936 

42 

41*5 

48 

43*7 

1937 

45*5 

47 

51 

48*0 

1938 

43 

^*5 

50*5 

45*5 


5. Inc l i i dins ‘ materials, pardy manufactored’. 

(Compiled from League oi Nations Review of World Trade 1938, 
p. a). 
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Position op Imported Raw Materials in the U.S.A.® 

The U.S.A. has always been a large consumer of the world’s 
raw materials and well over 80 per cent, of her large imports 
consist of raw materials. In 1937, 74-2 per cent, of her total 
imports consisted of producers’ goods for further production 
and 8-4 per cent, of fats, oils and lubricants to be used mainly 
for further production. The trends of the value and volume 
of foreign trade in raw materials in the U.S.A. can therefore 
be taken as representative of the world trends. 

Crude Rubber 

The following chart, taken from The United States in the 
World Economy published by the U.S. Department of Com- 

CHART V 

INDEX NUMBERS (1929 « lOO) 



6. The information in this section has been compiled from The 
United States in the World Economy, Published by the U. S. Dept, of 
Canunerce, 1943. 
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merce, shows that the production of rubber products in the 
U.S. behaved much in the same manner as the general index 
of industrial production in the U.S. during the inter-war 
period, although after the depression rubber production in- 
creased in relative importance. Before 1929 the imports of 
crude rubber were approximately the same as the output of 
rubber and rubber products, but thereafter the two diverged 
considerably. In the early thirties low prices induced imports 
of crude rubber in excess of immediate demand for consump- 
tion, with the result that stocks in the United States tripled 
between 1929 and 1933. Between 1929 and 1937, the index 
number of physical imports (1929=100) fluctuated round 
about 80, the index number of the value of imports (1929= 
100) was well below 40 during half of that period. It fell 
below 20 in 1931 and 1932. 


Tin 

The following chart which is also taken from The United 
States in the World Economy shows that the quantity of tin 
imports into the U.S. fluctuated widely, but that the value of 
those imports fluctuated still more widely. 

CHART VI 
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Raw silk 

The following chart shows the great fall in the value of 
raw silk imports in the U.S. during the inter-war period. The 
rising trend in production of textiles and products during the 
nineteen-twenties was accompanied by our even sharper 
increase in silk imports. After 1929, however, silk imports 
moved downward and failed to recover after the low point of 
the depression had passed. Relatively to the lowness of im- 
ports, the value of these imports fell still further. 

CHART VII 



Need to Stabilize Raw Material Prices 

In an attempt to stem the tide of falling prices, a number 
of international commodity agreements were effected in the 
nineteen-thirties, in which Asian countries were vitally inter- 
ested. Among other commodities they related to sugar, tea, 
rubber and tin. The object of each of these agreements was to 
limit national output and exports and thereby to prevent a 
further deterioration in the economic positions of the producing 
countries. The tea agreement sought to restore ‘ equilibrium 
between supply and demand’ and the countries concerned, 
all of them Asian, agreed to fixing export quotas far below 
the 1929 level of exports. The international tin control scheme 
intended to ‘prevent rapid and severe oscillations of price 
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and to ensure absorption of surplus slocks, fixed export and 
production quotas for Malaya and the Netherlands East Indies 
at 37 and 49 per cent, of the 1929 levels. Rubber producers also 
subjected themselves to similar control and -regulation. 

It is difficult to say exactly what part these schemes played 
in the restoration of stable economic conditions in the coun- 
tries they were intended to benefit. A League of Nations’ 
Committee on rav/ materials however found that ‘ the regula- 
tion schemes relating to raw materials now (1937) in operation 
have, generally speaking, been an important factor in the 
improvement in the economic conditions experienced in pro- 
ducing countries during the depression, as well as in the deve- 
lopment of international trade.’*^ This does not, however, 
mean that the economic conditions in raw material producing 
countries were in any way better than those in industrialized 
countries. They indeed were much worse and caused much 
more suffering. 

While this was happening, no international attempt was 
made on a world basis to raise the raw material prices by the 
building up of world stocks or even by making purchases 
compulsory on behalf of the governments or industrialists of 
the consuming (or industrialized) countries ; and the tradi- 
tional short-sighted conflict between the advanced and the 
backward countries assumed its truly destructive form. 
While Brazil burnt its coffee and India fed its monkeys on 
its peanut crop, industrialized countries squeezed the Asian 
markets by pushing exports of their manufactured articles as 
far as they could and at prices relatively far higher than those 
which Asian countries received for their own products. 

With the disequilibrium ^between the prices of primary 
products and manufactured articles, the non-industrialized 
countries, during the depression of the nineteen-thirties, had 
to export a relatively greater quantity of primary products in 
exchange for a given quantity of manufactured articles, the 
barter terms of trade having moved entirely against the raw 
material producing countries. While these countries were 


7. Report of the Committee on Raw Materials^ 1937, p. 20. 
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dependent for their domestic economic stability on the exports 
of their primary products, they were also largely dependent 
on the imports of machinery, specialized consumer goods like 
drugs, medicines, textiles, and many other articles. In addi- 
tion to these ‘visible’ imports, they had also to make large 
payments abroad for such ‘ invisible items ’ as interest on 
foreign debts, salaries of foreign staff, and shipping, ban king 
and other charges. 

Had the raw-material-producing countries attempted to 
restrict their imports through quantitative regulations and 
other restrictive measures, in order to adjust their balance of 
payments or in order to level up the export prices of their 
primary products, it is more than probable that the foreign 
demand for their raw materials would have declined still more. 
This they had to prevent at all costs, as their economic stability 
was also almost wholly dependent on the exports of their 
raw materials. 

The effect this has had in retarding the pace of industria- 
lization in Asian coxmtries cannot be exaggerated. In the first 
instance, lower raw material prices curtailed domestic pur- 
chasing powers all round and thus gave a tremendous setback 
to domestic industries. Secondly, in an unequal and imcon- 
trollable struggle for existence, Asian countries had to main- 
tain their exports, at prices imremunerative even to their 
own producers and detrimental to their own national stability, 
hi the result, the whole process of international trade moved 
against the raw-material-producing countries who lost such 
competitive advantage as they might have possessed when raw 
materials prices were stable. This disadvantage was cumula- 
tive in its effects and during ihe nineteen-thirties, none of the 
Asian countries was able to make any progress in industriali- 
zation. Many of the former industries and handicrafts were 
also destro3red during this period. 

While this inherent conflict between the advanced and the 
raw-material-producing coxmtries was at its height, the pro- 
ducers of capital equipment, in which the world has ever been 
deficient, were making the highest incomes and profits rela- 
tively to the other sectors of productive activity. The follow- 
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ing table® shows the shares of ‘ capital goods ’ and ‘ aU other 
goods ’ in world trade, as well as the price movement and 
percentages, for the years 1929, 1932 and 1935. 


Capital goods 

Other goods 


1929 

1932 

1935 

1929 

1932 

1935 

Percentage sliares in the 
value of world trade 

21*5 

17-5 

22 

78*5 

82 5 

78 

Movement in gold value 

100 

31-5 

34*5 

100 

40 

34 

Movement of gold prices 

100 

59 

4G-5 

lOO 

50*5 

40 

Movement of quantum 

100 

53 

74*5 

100 

79*5 

85 


While, between 1932 and 1935, the gold value of capital 
goods increased by one-tenth, that of other goods fell by about 
15 per cent., and the rise in the quantum of the former group 
amoimted to about 40 per cent, as against only 5 to 10 per cent, 
for the latter. Yet, owing to the heavy contraction of trade 
in capital goods during the first depression years, the quantiun 
of trade in such goods, calculated as on 1929 basis, still lagged 
behind that of other goods. From 1936 onwards, the trade in 
capital goods continued to increase more rapidly than for 
other articles. 

A Proposal for Intra-Asian Commodity Organization 

Fortunately the raw materials problem is comparatively 
easy during a period of rising or high prices and at present 
the demand for raw materials is practically unlimited. Many 
of the restrictive schemes (e.g. tea, rubber, tin) are rapidly 
disappearing and it is to be hoped that the Asian countries 
which sufifered so severely during the depression and, for other 
reasons, during the war, will have a long period of prosperity 


8. Review of World Trade, League of Nations, 1936, p. 16. 
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during which they can evolve some permanent slump- 
proof raw material policies. Since raw materials will 
always play an important part in Asian and intra- Asian trade 
and since the prosperity of the millions of Asians will ever 
depend on raw materials, this is a vitally important problem 
and now is the time to consider Asia’s position in the context 
of the world policies which are being discussed at the various 
international conferences. 

At the same time, it must be recognized that Asian coun- 
tries, in common with other countiies of the world, have in- 
curred, in the interests of expanding world trade, as also in 
their own interests, certain international obligations towards 
the liberalization of foreign trade in general, as also in raw 
materials. The fourth Article of the Atlantic Charter, for 
instance, pledges all countries to ‘ endeavour with due respect 
for their existing obligations to further epjosnnent by all 
States, great or small, victor or vanquished, of access, on equal 
terms, to the trade and to the raw materials of the world 
which are needed for their economic prosperity The United 
Nation’s proposals for the expansion of world trade and 
employment, at present being discussed at a series of world 
conferences, also impose certain obligations on producing 
countries in respect of their foreign trade in raw materials 
and primary products. 

For the purposes of this Paper, it is emphasized that there 
is no proposal in it for the creation of any economically exclu- 
sive Asian bloc as such. On the other hand, the main sugges- 
tion is that Asian countries will continue to adhere to the 
liberal principles of trade, conducted with peaceful and truly 
commercial motives, and based upon equality of treatment 
and fair and equitable practices. 

Subject to these qualifications and with due respect to 
international obligations, it should still be possible for Asian 
countries to set up an Intra-Asian Commodity Organization 
for the following objects : 

(a) For the individual Asian countries to strengthen, 
through consultation, exchange of information, 
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technical skill, etc,, their own economic position, to 
raise their own living standards and to discuss and 
remedy mutual difficulties and common disad- 
vantages. 

(b) For the individual Asian countries to promote 
and increase their foreign trade with each other 
in raw materials and primary products within the 
framework of world policies in that respect, 

(c) For the individual Asian countries to increase 
the produce, exports and consumption of raw 
materials for their own domestic development, as 
also the development of Asian countries, without 
in any way prejudicing the wider world policies 
which may exist from time to time. 

The proposed Intra-Asian Commodity Organization 
could only achieve these objects and maximize the welfare of 
the millions of Asians by grouping its economic policies and 
programmes under the following heads : 

(i) Maximization of income from foreign trade. 

(ii) Utilization^ to the greatest extent possible, of the 

natural advantages which Asian countries en^oy 
with a view to counter-balancing the disadvan- 
tages under which they suffer in the field of 
industrialization^ capital equipment, technical 
organization, etc. 

Maximization op Income prom Raw Materials Trade 
(i) Orderly Production 

Obviously the most important step towards the maximi- 
zation of income from raw materials must lie in the national 
policies for the orderly development of natural resources, 
their economical transport and storage and the elimination of 
all possible waste. There will, however, be a great deal which 
the Asian coimtries could learn from each other through 
exchange of technical information and advice. Their problems 
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will be similar ; and they can best be solved by co-operative 
action.® 

For example, China and India will have a great deal in 
common in respect of groundnuts and cotton. Japan and 
China will both benefit by the co-ordination of policy and 
effort in respect of rav) silk. India, China, Ceylon and the 
Netherlands East Indies will be equally interested in world 
policies relating to tea. Every Asian country will similarly 
be interested in policies regarding rice. The fortunes and 
economic stability of Malaya, the Netherlands East Indies, 
Ceylon, Indo-China and Siam will largely depend on the pros- 
perity of their rubber plantations. Similarly, Malaya, the 
Netherlands East Indies and China will be greatly concerned 
with policies regarding tin. Furthermore, practically all 
the Asian countries (including Japan and the Middle East 
coirntries) will have much in common in respect of policies 
relating to minerals and especially relating to petroleum pro- 
ducts^ manganese, tungsten, bauxite and antimony ores. 
These commodities merely illustrate the range of products in 
which Asian countries are extremely rich and by the proper 
development of which they could all benefit. 

Such benefit has not, however, accrued to Asia to any 
great extent so far. As a producer, Asia as a whole has had 
very little effect on world policies or prices. The centre of 
all the commodity agreements in which Asia has been 
interested has always been in Europe where consumers have 
dominated international policies, often to the detriment of 
producers. One of the main tasks of the proposed Intra- 
Asian Commodity Organization would be to bring all the pro- 
ducing Asian countries together for a general discussion of 
the intra-Asian and Asian policies in respect of raw materials. 
The same organization would also safeguard consumer 
interests both in Asia and in the world, and review national 


9. There is no doubt that apart from increased and orderly pro- 
duction, the bases of Asia’s productive activity must also be greatly 
diversified. Chapter IV, Pp. 81-6, emphasizes the hi^ specialization of 
the exports of individual Asian countries and the dangers of such 
specialization. 



DEPEISTDENCE ON RAW MATERIALS 


41 


policies with a view to bringing them into line with each 
other and finally making them fit into the pattern of accepted 
world policies. 


(ii) Processing in countries of production 

One of the long-standing handicaps of all the primary pro- 
ducing countries has been the lack of processing facilities or 
opportunities in the lands in which the raw materials have 
been produced. Thus India exports many of her minerals 
for processing abroad. China has little control over her 
precious deposits of tungsten and oilier precious minerals. 
The Far Eastern Asian countries have always exported most 
of their rubber and tin to America or Europe in the crudest 
forms. The development and marketing of the Middle Eastern 
supplies of petroleum is entirely in the hands of foreigners. 

This has had a two-fold efiEect on the producing countries 
concerned. In the first instance, they have remained relatively 
undeveloped despite all their natural advantages, while the 
processing countries abroad have reaped the bulk of the profits 
to be derived from the imported raw materials. Secondly, 
because the producing countries were not also the processing 
countries, the former have lost all control over world 
markets and have therefore never been able to establish any- 
thing like an effective control or regulation of their own. In 
short, in spite of all their wealth, producing countries have 
ever been dependent on processing and consuming countries ; 
and have often paid exorbitant prices for their own processed 
materials imported from the processing countries. 

The demand for the development of processing facilities 
in the countries of origin has therefore been a long-standing 
one and every primary producing country has agitated for it 
at one time or another. After much discussion and a careful 
estimate of all the difficulties involved, especially from the 
point of view of importing countries, a League of Nations 
Committee on raw materials came to the following conclusion: 

If the raw materials have to be processed before they can be used 
for manufacture, it is often natural that they should be processed in 

e 
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the producing country, provided that the process can be carried out 
most economically there. In such cases, importing countries cannot 
reasonably expect tiie exporting country to place no export duty on 
the raw material if they themselves place high import duties or even 
prohibitions on the import of the processed material and thereby 
adversely affect the processing industry of the producing counlry.lO 

The Asian countries must establish a right to acquire and 
develop all the possible facilities for the processing of their 
raw materials. This should follow as a natural corollary to 
the ‘ equal-access-to-raw-materials ’ clause of the Atlantic 
Charter. The Asian countries must therefore ensure that the 
processing industries, which are at present located in the 
industrialized coimtries of the West, are gradually transferred 
to the Asian countries where the bulk of the raw material 
concerned is produced. 

China has recently adopted several policies for preventing 
this drain of income and opportunity from her own borders 
and has established a National Kesources Commission to 
develop, operate and control her important mining enterprises. 
For example, tin has been designated as an export mineral 
and therefore controlled by the government. Over one-seventh 
of the refined tin is produced by the government and the 
rest is purchased by the government for export tmder a gov- 
ernment licence. All the processing is done within the 
country and some of the plants have produced tin with an 
average metal content of 99-80 per cent, which is even better 
than the world standard of 99-75 per cent.^^^ What is true 
of tin is more or less true of many of the Chinese minerals 
and the processing facilities provided by the Chinese Govern- 
ment under its Mining Laws have been responsible for setting 
up a large number of mineral industries in that coimtry and 
for providing additional emjdoyment to its otherwise sadly 
under-employed population. That Chinese policy has pro- 


10. Quoted from Raw Material Problems and Policies, League of 
Nations, 1946, p. 65. 

11. China Handbook, 1937-1943, p. 489, 
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duced substantial results^^ in the course of less than a decade 
is shown by the following figures of trade between China and 
the U.S.A. : 


Imports into China 
of U.S,A. merchandise 
Percentage of Total 

Exports of Chinese 
merchandise to U.SA 
Percentage of Total 

1929 1937 

1929 1937 


Crude Materials 

30-0 

14*7 

61*6 

37*7 

Crude Foodstuffs 

1-8 

0*5 

1-4 

2*0 

Manufactured Foodstuffs 

7-5 

1*8 

7*1 

8*6 

Semi-Manufactures 

15-4 

30*0 

20*9 

38*8 

Finished Manufactures 

45-3 

52*3 

9*1 

13*0 

Total 

100 

100 

100 

100 


The Government of India is also anxious to ensiire that 
India’s natural resources are fully processed before they are 
exported abroad and the Burmese Government, during the 
pre-war period, has striven towards the same end. The policy 
of Japan has also been similar.^^ 

Nevertheless organized processing of raw materials and 
their conversion into a semi-manufactured state in the regions 
where they originate still remains an 3mi>ortant problem and 
Asian countries must evolve unified policies in that respect. 
How this can be done must remain a subject of detailed dis- 
cussion between the countries concerned and in relation to 


12, The author is fortified in this conclusion by the finding of 
Ethel B. Dietrich in her Far Eastern Trade of United States, 1940, 
publidied by the Institute of Pacific Relations. The table has beeii 
compiled from her table on p. 38, 

13. For details see : Seco'nd Report on Reconstruction Planning, 
Government of India, 1945, Pp. 34-5; Japan^Manchvkuo Year Book 
1939, Pp. 384-6; China Handhooh, 1937-1943, Macmillan, New York, 
1943, Pp. 475-92. 
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the global policies regarding inieriiauoucti u-ade. But the pos- 
sible methods of achieving this end would appear to be : 

(a) initial export duties, in a manner internationally 
approved and in a manner definitely proved to be 
in the long-term interests of the exporting coimtry, 
on crude or non-processed raw materials in order 
to encourage processing at home : 

OR 

(b) high import duties and/or tariff preferences for 
imported processed or semi-manufactured raw 
materials which can be processed at home ; 

OR 

(c) prohibition of imports of processed materials or 
exports of crude materials where the same mate- 
rials can be processed or semi-manufactured at 
home. 

In addition to one or more of these measures it might also 
be possible for the State to take complete control over essential 
mining enterprises, as in China, and run them purely as State 
concerns. The State could then be responsible for all the 
processes up to that of final manufacture and regulation of 
exports under State licence. 

It must also be appreciated that nooning machinery and 
equipment is costly, difficult to operate and requires much 
skill and talent. This is a field in which Asian coimtries 
would require the assistance and co-operation of industrialized 
cotmtries, especially in view of the acute shortage of all kinds 
of equipment which is boimd to prevail in the next decade 
or so. If the proposal is worked sympathetically and co- 
operatively, it should be possible to make definite international 
arrangements by which each industrialized country which 
imports Asia’s raw materials will, in relation to the value of 
its imports, imdertake to supply the Asian country concerned 
with the essential processing plant and assistance in fixed instal- 
ments. This woidd be an arrangement which would have 
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many advantages : (i) it would enable the importing countries 
gradually to transfer some of their man-power now engaged 
in processing on to the manufacture of processing machinery 
with the minimum of labour or other dislocation ; (ii) it would 
enable the eicporting country gradually to absorb new equip- 
ment and provide domestic technical and training facilities ; 
(iii) it would help international long-term planning of divi- 
sion of labour and natural advantage. 

A proposal of this nature could not be worked unless the 
primary producing countries are fully united and have some 
unified plans of their own in respect of their own processing 
industries organized to some extent on a pan-Asian scale. 
Furthermore, the proposal will need much examination and 
discussion in the initial stages, and after it has been generally 
adopted by all the Asian coimtries, it will need constant 
review and periodical adjustment to suit changes in world 
conditions. > 

These would be some of the primary functions of the 
Intra-Asian Commodity Organization suggested above. 

Utilization op Natural Resources 

It is obvious that Asia must take the fullest advantage 
of the natural resources with which she is so fully endowed. 
Apart from the maximum domestic utilization of her raw 
materials for her own industries, she must further ensure 
that she is also able to meet the increased world demand for 
them.^^ This can only be achieved by more efficient and 
scientific production, elimination of waste and improved trans- 
port. There is a danger however that the national policies 
of the various countries might conflict with each other, unless 
there is a Pan-Asian organization charged with the task of 
bringing about some co-ordination of national policies and 
establishing some co-operative effort. 

The Asian coimtries would however expect that in return 
similar policies are adopted by industrialized countries in 
respect of the capital equipment in which they, at present, 


14. Chapter I. 
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enjoy certain acquired advantages. For the most important 
problem of the Asian countries during the next few decades 
will be the acquisition of aU the capital equipment required 
for their rehabilitation and development. 

An adequate supply of capital equipment will also have 
a great bearing on the future. It has already been mentioned 
that the populations of many of the industrialized countries 
are fast approaching stationary, if not declining, levels. This 
presents a serious problem for the future adaptation of world 
economy as a whole. With the industrial development of the 
existing undeveloped countries, the industrialized countries 
are bound to lose many of their markets sooner or later. This 
brings both opportunities and dangers to existing industrial 
areas, but in the words of Prof. Eugene Staley ‘ it should be 
definitely possible, by policies of mutual co-operation and 
intelligent adaptation, to make the advantages far outweigh 
the disadvantages.’ ‘ The equipping of industrially less 
advanced areas,’ he argues, ‘ could help to provide a great new 
frontier to economic expansion. Particularly in the first diffi- 
cult decade or two after the war, properly organized inter- 
national co-operation in order to achieve a mutually beneficial 
timing and direction of equipment orders for the outfitting of 
new areas could help to stabilize employment and income in 
the equipment-supplying countries.’^® In the absence of orga- 
nized international co-operation for this purpose, however, 
the opportunities created by the war would be lost and sooner 
or later the world would lapse into chaos worse than that 
experienced during the last depression. 

Equal Access to Capital Equipment 

The fourth article of the Atlantic Charter, quoted earlier, 
lasra down the general principle that all producing countries 
should grant access to their raw materials to all the other 
countries on equal terms and without discrimination. Li the 


15. Xhigene Staley, World Economic development, IX<.0 Montreal, 
1944, p. 22. 
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past, much discrimination, had been practised in respect of 
certain specialized raw materials or in respect of all of them 
when they were in global short supply. It is much to be 
hoped that, in future, scarcity of capital equipment will not 
result in similar forms of discrimination whether disguised or 
xmdisguised, against the importing (or primary producing) 
countries which are in such desperate need of industriali- 
zation. 

The Asian coimtries must therefore all strive together to 
establish a parallel convention to the ‘equal access to raw 
materials ’ clause of the Atlantic Charter by which the highly 
industrialized countries are bound to grant equality of access 
to their capital goods to the backward countries on certain 
well imderstood and universally accepted principles. 

It is possible that under the stimulus of the present high 
purchasing power all over the world and shortages of all 
kinds, a struggle for overseas markets might ensue on the 
part of the more advanced or industrialized coxmtries, with 
the consequence that they might not be able to export capital 
equipment, which they themselves might use up on their 
domestic expansion, as also the competitive expansion of their 
export industries. This would in fact amount to perpetuat- 
ing the inherent conflict between the industrialized and the 
non-industrialized nations and sowing the seeds of a future 
slump. The Asian covmtries must, therefore, be in a position 
to raise their voice against any undue development of foreign 
productive capacities likely to endanger not only their legiti- 
mate share of the available capital equipment, but also in- 
directly endanger the competitive powers of their necessarily 
small and rather undeveloped domestic industries. 

Another possibility, which although it might appear to 
be remote at present, must also be considered in the context 
of the ‘equal access to raw materials’ clause. Should the 
supply of a particular raw material be limited or should 
demand for it increase for speculative or other reasons beyond 
the control of the producing country, that country must retain 
the right to limit , or prohibit its exports either for its own 
domestic use or for preventing undue profits being made on 
that raw material by foreign countries. A League of Nations 
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Committee on raw materials has recognized this right and 
has stated that : 

If a country produces only a small quantity of a particular raw 
material as compared with its requirements, it would not be unreasonable 
if it felt unable to allow exports.l^ 

Here then is a field in which Asian countries must first 
co-operate effectively to be able to deal equally effectively 
with the industrialized non-Asian countries. They must elimi- 
nate xineconomic bidding for capital goods at their own 
expense; they must decide, in view of the world shortage, 
which machinery and how much machinery should be bought 
by each of the countries to meet the more urgent of their 
priorities; they must maxinaize within the borders of Asia 
itself the productive technical resources of each nation, so 
that Asia’s competitive dependence on foreign capital equip- 
ment is minimized and regulated. This would then ensure 
an equitable share of the available short supplies for aU the 
Asian countries. 

With firm estimates of this kind, Asian countries must 
be able to bargain as a whole with industrialized countries in 
the acquisition of capital equipment and other necessary 
resources required for their economic development. 

A move in this direction would also prove beneficial to 
industrialized countries of the world. It would assist them 
to undertake the long-range schemes of adaptation which 
would follow the industrialization of the countries which are 
at present undeveloped. It would elhninate competitive 
expansion and restore general confidence if signs of a future 
slump should occur. 

A branch of the proposed Intra-Asian Commodity Cor- 
poration must watch this aspect of the question and advise 
the governments of the various Asian countries regard- 
ing commercial policies which would bring them the greatest 
return in the form of productive equipment for their raw 


16. Quoted from Rati? Matsrial Problems and Policies^ League of 
Nations, 1946, p. 65. 
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materials. Since the acquisition of capital equipment will 
largely depend on the adequacy of foreign investments in 
Asia, the branch dealing with the former will have also to 
deal with the latter. Chapter IV discusses this Question, 

Conclusions 

(i) Asia is well supplied with raw materials and, 
in respect of many of them, she has a virtual monopoly 
of the world. She is particulai’ly rich in minerals such as 
antimony ore, tin, pig iron and iron ore, petroleum and 
wolfram. She holds a virtual monopoly of world’s crude 
rubber, raw silk, raw jute and tea. And, on the whole, she 
is a net exporter of cotton, oilseeds, copra and tobacco. 

(ii) What is true of Asia, as a whole, is not, however, 
true of Japan as a separate nation. Of all the Asian coun- 
tries, Japan alone is deficient in most of the essential raw 
materials and her large-scale industrialization has been based 
on their imports. 

(iii) The exports of all the Asian countries, except 
Japan, have therefore consisted mainly of raw materials and 
unmanufactured articles. Manufactured articles, on the other 
hand, have always constituted the bulk of their imports. 

(iv) Asia is, therefore, vitally interested in the evolu- 
tion and administration of world commercial policies regarding 
raw materials. The experience of the depression period of 
the nineteen-thirties showed that raw-material-producing 
countries are particularly vulnerable to falling prices and 
suffer greater than industrialized nations. 

(v) It is in the interests of Asian countries to continue 
to make the maximum possible use of their abundant natural 
resources by utilizing them both for domestic expansion as 
also the expansion of the industries of the world ; but they 
must also ensure that their interests, as primary producers, 
are fully safeguarded in the world markets. 

(vi) This, it is argued, can best be achieved by some 
Intra-Asian Commodity Corporation which will help indivi- 
dual countries to expand production, organize foreign trade 

7 
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and devise means by which raw materials prices are main- 
tained'*and stabilized at levels likely to be most remxmerative 
to primary producers. The Corporation will not attempt in 
any way to create any economically exclusive Asian bloc as 
such. On the other hand, one of its primary objects will be 
to ensure that Asian countries continue to adhere to the liberal 
principles of trade based on equality of treatment and fair 
and equitable practices, 

(vii) The Commodity Corporation will also advise indi- 
vidual countries, through exchange of technical information 
and skill, as to the best means of increasing domestic produc- 
tion and eliminating wasteful methods in exploitation or 
utilization. 

(viii) An important exporting continent in raw materials, 
Asia has not yet developed the processing industries for 
her raw materials. The Intra-Asian Commodity Corporation 
will concern itself with the question of developing as fully and 
as rapidly as possible Asia’s processing industries and will 
advise individual countries as to the best means of achieving 
this object. The Asian countries will lose their bargaining 
strength in the world markets, if the processing industries are 
allowed to remain abroad. 

(ix) An important function of the Corporation will be 
to advise individual coxmtries as to the best methods of in- 
creasing their bargaining strength in world markets, with a 
view to maximizing their gains from foreign trade. 

(x) The Corporation will also attempt to establish a 
parallel convention to the ‘equal access to raw materials’ 
clause of the Atlantic Charter by which highly industrialized 
countries are bound to grant equality of access to their capital 
goods to Asian countries, in return for the raw materials which 
Asia would supply, on certain well-understood and universally 
accepted principles. The Corporation will establish a special 
agency for this purpose ; and this agency, as will be shown in 
Chapter IV, will also concern itself with the regulation of 
foreign investments in Asia in future. 





CHAPTER 111 


ASIA’S TRADE WITH THE WORLDi 

Volume of Asia’s Trade 

It is well known that the volume of world trade is very 
unevenly distributed as between the various countries of the 
world. Thus, in 1938, goods bought or sold abroad by the 
industrial countries of contmental Europe represented 46 per 
cent, of the trade of the world, by non-Continental 
Europe (mainly the United Kingdom) 28 per cent,, 


World Imports and Expoits of Merchandise in 19082 
Frontier Vahies in Millions of U.S. Dollars 


Countries 


Imports 

Exports 

Value 

Percentage 

Distribution 

Value 

Percentage 

Distribution 

Africa 

. . 1,068 

4.4 

1,021 

4*7 

America 

. . 4,936 

20*0 

5,988 

27*3 

U.S.S.R. 

268 

1-1 

257 

1*2 

Europe 

.. 13,681 

55-6 

10,478 

47*8 

Oceania 

772 

3-2 

776 

3*5 

Japan, Korea, 
Formosa 

.. 798 

3-3 

817 

3*7 

China and Con- 
tinental Asian 
countries 

. . 1,104 

4*5 

787 

3*6 

India, Burma, 
Ceylon 

597 

2-4 

733 

3*S 

South-east Asia 

861 

3*5 

1,000 

4*6 

Total World 

.. 24,583 

100-0 

21,917 

100*0 


1. Most of the statistical material in this Chapter has been taken 
from The Network of World Trade^ League of Nations, 1942. Special 
acknowledgements of this fact are not made in the text of the Chapter. 

2 . Compiled from The Network of World Trade^ League of Nations 
1942, Pp. 17-19. 
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by the United States 23 per cent., by Japan (including 
Korea and Formosa) 7 per cent., and by all these countries 
put together about 89 per cent. Hence, trade among all the 
remaining areas amounted to only 11 per cent, of the total 
world trade. The difference in the conditions under which 
trade is pursued may be further illustrated by the fact that 
India and China account together for 39 per cent, of world’s 
population but only for 5 per cent, of its trade. The United 
Kingdom accounts for only 2*2 per cent, of world’s population 
but has a share of about 14*0 in its trade. This is clearly 
brought out in the table on page 51, which shows the compara- 
tively small share of Asian countries in the world’s import 
and export trade in 1938. 

The comparative smallness of the foreign trade of Asian 
countries is further reflected in the smallness of the value of 
per capita trade of those countries. The following table com- 
piled from The Foreign Commerce Yearhook^ 1939, of the U.S. 
Department of Commerce, brings out the relative smallness 
of the foreign trade per head of the population of most of the 
Asian countries : 

Value of Foreign Trade per head of the Population 
Values in Current U.S. Dollars 


Country 

Imports 

E^^orts 

Total 

Belgium 

.. 75*35 

83*70 

159*05 

Norway 

.. 108*65 

64*25 

172*90 

Switzerland 

.. 100*80 

69*80 

170*60 

Asia 

Burma 

6*10 

12*75 

18*85 

Ceylon 

.. 13*75 

17*10 

30*85 

China 

0-85 

0*25 

01*10 

India 

1*55 

1*65 

3*20 

French Indo-China 

2*60 

3*85 

6*45 

Japan 

.. 10*45 

12*70 

23*15 

Netherlands Indies 

3*90 

6*15 

10*05 
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The relative smallness of the trade of Asian countries can 
be attributed to a number of factors. In the first instance, 
communications all over Asia are still comparatively undeve- 
loped and marketing presents a great many difficulties. Much 
of the trade of Asian countries is, therefore, largely localized 
and is in products which can be easily converted into articles 
of consumption, e.g., food-grains, textiles, fuel. Secondly, 
most of the Asian countries subsist on a low standard 
of living and those who live on subsistence level can 
neither export any appreciable share of their produce nor can 
they purchase in any large measure the products of other 
countries. This explains an important tendency in world 
trade in that it ‘radiates from industrial regions’^ and sup- 
plies an important argument for increasing the productivity 
of non-industrialized countries. Increased productivity would 
move the wheel of trade at a faster rate than before the war, 
supply the best inducement for the development of domestic 
resources and thereby tend to increase world employment at 
a faster rate. One of the main objectives of Asia’s economic 
policy will be to raise the national levels of productivity and 
thereby increase the total volume of trade all round. 

Directions op Trade 

India^ Burma and Ceylon. As a supplier of tropical pro- 
ducts, tropical Asia is more important than the tropical regions 
of Africa and America taken together.^ This is largely due 
to the fact that world trade in individual products is highly 
concentrated. Thus, India supplied 99 per cent, of the jute 
entering into world trade in 1938, South-East Asia 91 per cent, 
of the rubber, 81 per cent, of the coconut oil, 75 per cent, of 
the copra and 50 per cent, of the tin. Japan supplied in that 
year over 78 per cent, of the world’s silk. 

The humid climate in extensive areas of tropical Asia, due 
to monsoon rains during the summer, explains why the soil 


3. The Network of World Trade, League of Nations, 1942, p. 7, 

4. Ibid, p. 57. 
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in these regions is so productive and the density of popula- 
tion so high. Climate and labour supply have made tropical 
Asia the almost unique supplier of various products of world- 
wide consumption, such as jute, tea, rubber, shellac, silk, etc. 

The export trade of India, Burma and Ceylon taken to- 
gether is more widely distributed than their import trade. 
Their export products are in universal demand, although the 
purchasing capacities of the various countries are governed 
by their own levels of productivity and national income. On 
the import side, on the other hand, trade during the pre-war 
period has been of a rather specialized nature, in the sense 
that the bulk of the imports have been from the United King- 
dom and other European countries. This is brought out in the 
following table : — 


Direclion of Trade in Merchandise of the India, 
Burma and Ceylon Group 


Percentage shares 
of Imports from 
and Exports to 

Imports 

Exports 

1928 

1938 

1928 

1938 

United Kingdom 

.. 45 

36 

18 

29 

Rest of Europe 

.. 18 

20 

32 

25 

United States 

Northern North America and 

.. 6 

8 

13 

11 

Latin. America 

1 


5 

4 

Africa 

.. 1 

5 

4 

5 

Japan, Korea and Formosa 

.. 6 

12 

9 

8 

Tropical Asia 

China and other Continental 

.. 16 

12 

10 

10 

Asian countries 

.. 5 

5 

5 

4 

Rest of the world 

2 

2 

4 

4 

Total 

100 

100 

100 

100 


The above table also emphasizes an important change which 
has been t ak ing place in the foreign trade of India, Burma 
and Ceylon. Between 1928 and 1938, the United Kingdom’s 
share in the exports of India, Burma and Ceylon rose from 
18 per cent, to 29 per cent, while her share in imports fell 
from 45 per cent, to 36 per cent, in spite of the increased tariff 
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preferences which were granted to the United Kingdom 
during the intervening period. In order to bring out the signi- 
ficance of these changes the absolute figures should be con- 
sidered. During the pre-war 
years, India imported a great 
deal more from the U.K. than 
she exported to that country. 
But the tendency throughout 
the inter-war period had been 
for these large export surpluses 
of the United Kingdom with India (valued at about £300 
million in 1928) to dwindle with the result that in. 1938 India 
had actually an export surplus with the U.K. to the extent of 
£30 million. 

This change marks the end of a period of heavy export 
surpluses of the U.K. with India which had begun around 1875. 
During this period the British export industry had been well 
suited to supply India with her chief requirements of foreign 
cotton piece-goods, metal manufactures, machinery and other 
industrial products, while India, owing to the wide-spread 
demand for her export products, had export surpluses in trade 
with continental Europe, the United Slates and various other 
parts of the world. India had to utilize these export surpluses 
not only to finance her net imports from the United Kingdom 
but also to pay considerable amounts each year to the U.K. for 
shipping, banking and governmental services rendered and for 
the excess of the debt service and dividends over new capital 
imports. For, during the pre-war period, India had been a 
large debtor coimtry, most of her debt having been held by 
Britain. Total British investments in India and Ceylon at the 
end of the twenties were estimated at about £2,500 millions, 
of which about half represented government bonds.® 

This change in the trade balance with the U.K. had been 
going on for a considerable period of time, and, but for the 
Ottawa concessions granted to Britain it would have been 


5, Compiled from the Network of World Trade, League of Nations, 
1942, Appendix 111. 

6. The Network of World Trade, League of Nations, 1942, p. 59. 


1928 19385 
mi mi 

Exports from India 
to the U.K. £470 240 

Imports from U.K. 
into India £700 210 
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much more rapid. The United Kingdom’s share in India’s 
imports had been declining since the seventies when it stood 
at 80 per cent. The figure for 1938 as stated earlier, was about 
38*6 per cent. The British cotton industry had lost much 
ground in the face of Indian and Japanese competition, parti- 
cularly after World War I, while the United States and conti- 
nental Europe had become important suppliers, particularly 
of capital goods. These changes had, however, been slow in 
comparison with those which occurred during the early thirties. 
As many countries became unable during the depression to 
finance their previous import surpluses from India by multi- 
lateral trade, they strove to increase their sales to India or in 
the alternative turned to other sources of supply. India, there- 
fore, became incapable of meeting her liabilities to Britain 
except through the sale of gold, which during the eight years 
' preceding the outbreak of World War II amounted to £1,400 
million of the 1934 dollar parity. 

Post-War Position of India 

World War II has entirely changed this picture and these 
changes cannot but introduce far-reaching changes in India’s 
post-war commercial policy. In the first instance, India has 
now become a large creditor country, her sterling assets being 
estimated at over Rs. 1,600 crores or about £1,200 millions. 
India will not in future be in such desperate need of 
maintaining a high favourable balance of trade as she 
had been before the war, nor need she be in such a despe- 
rate need of maximizing her exports abroad. Secondly, India’s 
industrial capacity has been much diversified during the war 
and her productive capacity has also probably increased. 
India will, therefore, need fewer of the consumer goods she 
bought from foreign countries before the war and will instead 
require more capital goods from whichever countries can 
supply them. 

Viewed in this light the guiding principles of India’s post- 
war policy will be the maximization of her foreign 
trade to the extent consistent with her policy of indus- 
trial expansion. This would mean (a) greatest pos- 
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sible utilization of raw materials for domestic con- 
sumption and processing ; (b) exportation of such pro- 

cessed raw materials, manufactured articles, etc. as she 
can spare to foreign markets which prove to be most remunera- 
tive; (c) importation of only such consumer goods as she 
cannot readily produce at home or which are needed to sup- 
plement domestic production and (d) above all, impoirtation 
on a large scale of such capital equipment as she will require 
for industrial expansion. 

Position op Individual Countries 

The following table shows the percentage distribution of 
the trades of India, Burma and Ceylon separately: — 


(Averages of 1938 and 1939) 


Country 

Col. I 

Imports from countries 
listed ia Column I 

Exports to countries 
listed in Column I 

Into 

India 

Into 

Burma 

Into 

Ceylon 

From 

India 

From From 
Burma Ceylon 

United Kingdom 

. 28*3 

18-0 

19*7 

32-9 

15*0 

51-8 

Burma 

, 17*2 

— 

15*1 

6-3 

— 

— 

Ceylon 

0-9 


— 

3-1 

5*0 

— 

India 

^ — 

51-6 

21-7 

— 

53*8 

3*5 

U.SA 

7-3 

4-0 

2*4 

9-9 

0*2 

16*3 

Japan 

, 10*7 

7*8 

6*2 

8-3 

2*1 

0-7 

Germany 

8*0 

2 8 

1*9 

3-8 

3*5 

1-4 

France 

0*9 

— 

— 

3-5 

— 

1-8 

Italy 

1*5 

— 

— 

1-0 

— 

1-2 

Australia 

1*6 

— 

2*5 

2-1 

— 

3-7 

Others 

. 23*6 

15*8 

30*5 

29-1 

20*4 

19-6 

Total 

100*0 

100*0 

100-0 

100-0 

100*0 

100*0 


It will be noticed from the above table that the United 
Kingdom takes the major share of the exports of all the three 
countries. The exports from India to the U.K. in 1938 and 
1939 amounted to 32*9 per cent, of all her exports; the U.K. 
took nearly 52 per cent, of Ceylon's total exports and about 
15 per cent, of Burma's total exports. A large producer of 
rice which is largely consumed in India, nearly 54 per cent, 
of Burma’s total exports went to India. 
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As exporter of raw materials and foodstuffs (tea 
mainly), the India, Burma and Ceylon group can be said to 
have been deeply dependenf on the U.K. 

On the imports side, the dependence of each of the 
countries of the India, Buiina and Ceylon group on the U.K. 
was relatively less. 

The inter-dependence of each of these three countries is 
also clearly demonstrated in the above figures. India absorbs 
54 per cent, of Burma’s exports and supplies nearly 52 per 
cent, of her imports. Similarly, she supplies 22 per cent, of 
Ceylon’s total imports, although she takes only 3*5 per cent, 
of Ceylon’s total exports. 

Before the war, both the import and export trade of all 
these coimtries revolved largely round the United Kingdom, 
the share of all other countries being much smaller. 

South-east Asia. The tendency for the export trade to 
be more widely spread than import trade which was noticed 
in the case of India, Burma and Ceylon was also in evidence 
in respect of the South-east Asian trade. 

The following table shows the direction of trades of the 
South-east Asian countries comprising British Malaya, French 
Indo-China, Netherlands Indies, Philippines and other parts of 
South-east Asia. 


Direction of Trade in Merchandise of 
the South-east Asian Group 


Percentage shares 
of Imports from 
and Exports to 

Imports 

Exports 

1928 

1938 

1928 

1938 

United Kingdom 

.. 12 

11 

5 

7 

Rest of Europe 

.. 21 

22 

18 

23 

United States 

.. 13 

17 

30 

26 

Africa 

. . — 

— 

1 

4 

Japan, Korea and Formosa 

6 

8 

C 

6 

South-east Asia (intra-trade) 

.. 31 

27 

2? 

21 

India, Burma and Ceylon 
China and other Continental 

6 

6 

6 

2 

Asian countries 

9 

6 

9 

5 

Rest of the World 

2 

3 

3 

6 

Total 

.. m 

100 

100 

100 
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The important conclusions which emerge from the above 
table are : 

(a) Over one-fourth of the total import trade and one- 
fifth of the export trade of South-east Asian 
countries is intra-trade, i.e., trade within the group 
itself. 

(b) Both in respect of import and export trade, the 
share of the United Kingdom is much less 
important than that of the U.S.A. The contrary 
is the case in respect of India, Burma and Ceylon. 

The above table can be further sub-divided to show the 
trade of the four more important countries in South-east 
Asia, namely, British Malaya, French Indo-China, Nether- 
lands Indies and the Philippines. 


Percentage Distribution of the Trade of some 
South-east Aslan Countries 


Imports from 

British 

Malaya 

French 

Indo-China 

Netherlands 

Indies 

Philippines 


1928 1903 

1928 1908 

1928 1933 

1928 1938 

United Kingdom 


22^ 

2 

4 

12 

8 

4 

2 

France 

.. 1 

1 

41* 

53* 

1 

2 

1 

1 

Netherlands 

1 

1 

— 

2 

20* 

23* 

— 

2 

Best of Europe 

.. 4 

6 

3 

3 

18 

18 

9 

7 

United States 

3 

4 

5 

5 

10 

13 

65* 

68* 

Exports to 

United Kingdom 

.. 12^ 

15* 

3 

2 

8 

5 

5 

3 

France 

.. 3 

8 

21* 

47* 

4 

2 

2 

2 

Netherlands 

.. 4 

1 

1 

1 

17* 

20* 

1 

2 

Rest of Europe 

.. 5 

7 

2 

3 

8 

10 

7 

4 

United States 

.. 42 

30 

3 

9 

13 

14 

75* 

77* 


♦Figures for trade with the respective ‘mother countries’ are 
marked with an asterisk. 


The above figures are of an extremely revealing nature. 
All the four coimtries have what may be called ‘ colonial 
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economies ’ and these economies gravitate round their * mother 
countries ’ in respect of both the import and the export trade. 
Thus, 53 per cent, of the imports into French Indo-China in 
1937 came from France and 47 per cent, of its exports went 
also to the ^ mother country Over 68 per cent, of the imports 
of the Philippines came from the U.S.A, and 77 per cent, of its 
exports also went to the U.S.A. This applies to a smaller 
extent to British Malaya and the Netherlands Indies in respect 
of their own ‘mother’ countries. This aspect of the problem 
will be considered in greater detail in a later section on foreign 
investments in the following chapter. 

It will also be noticed that the chief and by far the largest 
single market for the exports of South-east Asia is the United 
States. 

China, Trading conditions within the group ‘ China and 
Other Continental Asian Countries’ (which include China, 
Manchuria, Hong Kong, Macao and other parts of continental 
Asia) differ to an extent that render the figures for the dis- 
tribution of the trade of the group as a whole of somewhat 
restricted value. 

The following table, however, shows the percentage dis- 
tribution of the trade of this group with other countries : 


Percentage share of 

Imports 

Exports 

1928 

1938 

1928 

1938 

Japan, Korea and Formosa 

.. 28 

58 

28 

45 

Hong Kong 

.. 19 

1 

19 

16 

India, Burma and Ceylon 

4 

3 

2 

2 

South-east Asia 

7 

6 

5 

4 

United States 

.. 17 

12 

13 

7 

United Kingdom 

9 

4 

6 

4 

Germany 

4 

8 

2 

8 

Best of Europe 

., 7 

5 

12 

4 

Best of the World 

5 

3 

13 

10 

Total 

.. 100 

100 

100 

100 


Beproduced from the League of Nations’ The Network of World 
Trade, 1942, p. 63. 




AStA^S TRADE WITH THE WOfeLD 


6i 


The above figures show how the trade of China with 
Japan increased after 1928 and how by 1938, China was 
exporting nearly half of aU her exports to Japan and receiv- 
ing about 58 per cent, of her imports from Japan. In spite 
of her size, population and resources, China’s trade with other 
countries was very undeveloped and even with the U. S. A. 
her trade was not so great as one might suppose. 

Japan, Korea and Formosa, Japan’s economy has been 
undergoing a long process of rapid growth and transition and 
the geographical distribution of her foreign trade in any parti- 
cular year cannot be taken as representing her dependence 
upon foreign markets over a period of time. 

The following table, however, shows the changes in the 
direction of the trade of Japan, Korea and Formosa during 
the nineteen-thirties : 


Percentage shares 

Imports 

Exports 

of Imports from 
and Exports to 

1928 1935 1938 

1928 1935 1938 


China (including 

Manchuria and 

Hong Kong) 

21 

16 

24 

28 

27 

46 

India, Burma and 

Ceylon 

13 

12 

8 

7 

11 

7 

South-east Asia 

9 

8 

9 

6 

11 

7 

United States 

28* 

32* 

34* 

42 

22* 

16* 

United Kingdom 

7 

3 

2 

3 

5 

5 

Rest of Europe 

10 

11 

11 

5 

5 

5 

Rest of the World .. 

12 

18 

12 

9 

19 

14 

Total 

100 

100 

100 

100 

100 

100 


Reproduced from League of Nations’ The Network of World Trade, 
1942. 

*WeIl over a third of the ioiporte from the U.SA. consisted of raw 
cotton and more than 50 per cent, of the exports to the U.SA. consisted 
of raw silk. 





One of the outstanding features of Japan’s trade has been 
its detachment from Europe. In 1938 the share of that conti- 
nent in her imports was 13 per cent, and in her exports 10 per 
cent, ’which was well below Europe’s share in the trade of 
any other country of importance. With her rise as an indus- 
trial power, Japan had become competitive with Europe in 
her trade, rather than complementary to that contment. If 
raw cotton and raw silk were excluded, the same would hold 
true of the U.S.A. also. 

The second noteworthy feature of these figures lies in 
the fact that the value of Japan’s imports from the U.S.A. in- 
creased throughout the nineteen-tliirties and the value of her 
exports to that country declined progressively. The main 
article of import into Japan irom the U.S.A. was raw cotton 
and the main article of export was raw silk. During the de- 
pression the prices of raw silk decreased much more than 
those of raw cotton. The share of raw silk in the ex- 
ports of Japan proper feU from 37 per cent, in 1928 to 15 4 
per cent, in 1935 and 13*5 per cent, in 1938, with a correspond- 
ing large decrease in the share of exports to the U.S.A. Im- 
ports from the United States, on the other hand, (from which 
Japan obtained the greater part of her raw cotton and increas- 
ing quantities of iron scrap, copper and mineral oil required 
for her armament industries) rose fx*om 28 per cent, in 1928 
to 32 per cent, in 1935 and 34 per cent, in 1938. These opposite 
movements completely reversed Japan’s balance of trade with 
the U.S.A. In 1928 there had been an excess of exports to 
that country of $90 million ; in 1938 there was an excess of 
imports of $140 million. 

Japan was thus compelled to seek new markets in the 
Far East and this she sought to achieve by various trade 
devices, including depreciation of her own currency. 

Thirdly, the above table shows that Japan*s exports to 
China increased from 28 per cent, in 1928 to 46 per cent, in 
1938. This was largely the result of Japan’s export drive and 
the depreciation of the yen to about a third of its previous 
gold value. The Japanese system of exchange control and 
the depreciation of the yen so completely segregated the ' yen 
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bloc ’ from the rest of the world as to provide an almost mono- 
polized market for Japanese products. 

The above table shows that Europe and the United States 
together accounted for about 37 per cent, of the imports and 
33 per cent, of the exports in 1928. Comparison with the 
figures for 1938 shows how Japan, after occupying China’s 
principal ports, squeezed out several of her main competitors, 
particularly the United States and the United Kingdom. 

It will also be noticed from a previous table showing the 
direction of China’s trade that China’s import and export trade 
with the Asian countries excluding Japan has always been 
very small. In 1938, 38 per cent, of China’s impoits came 
from Japan and 45 per cent, of her exports went to that 
country. 


COITCLUSXONS 

A. Asians Share of World Trade: 

(i) World trade is very unevenly distributed as between 
the various countries of the world and the share of Asia in 
world trade has always been very small. In 1938, Asia’s 
share of the total world imports did not exceed 14 per cent, 
and her share in the total world exports was about 15 per cent. 

(ii) With their large populations, the smallness of these 
shares was reflected in the smallness of the per capita values 
of the foreign trades of all the Asian countries. The value of 
the foreign trade per head of the Cliinese population, in 1938, 
was 1*10 U.S. Dollar, of the Indian population 3 ’20 U.S. 
Dollars and of the Japanese population 23 *15 U.S. Dollars. 
These figures compared with 172-90 U.S. Dollars for Norway 
and 170-60 U.S. Dollars for Switzerland in the same year. 

(iii) It follows therefore that the value of world trade 
can be increased considerably by the development of Asia’s 
foreign trade. This can be achieved by an all-round increase 
in the domestic production of each of the Asian countries and 
by an increase in the capacity of the Asian people to consume 
(as also to produce) more than they have done hitherto. 

(iv) Since the expansion of world trade must result in 
the expansion of world employment, the promotion of Asia’s 
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foreign trade becomes one of the primary objectives of the 
commercial policy of the world as a whole. 

B. Direction of Asia's Foneign Trade 

(v) One of the main causes of the present state of Asia’s 
undeveloped foreign trade is to be found in the excessive 
dependence of her foreign trade on raw materials. In the 
result, the trade of the various Asian countries has become 
highly specialized. This aspect of the problem will be dis- 
cussed in greater detail in the next chapters ; but it may be 
noted here that this specialization has made the export trades 
of the Asian countries highly competitive. The highly com- 
petitive nature of this trade has also resulted in the excessive 
attachment of Asian countries to some industrialized and non- 
Asian country or the other. 

(vi) The intra-Asian trade as such has at the same time 
remained practically undeveloped and such trade as has existed 
among them has mostly consisted of rice and cotton piece- 
goods.'^ 

C. India^ Burma and Ceylon 

(vii) Taken as a group, it is clear that the export trade 
of India, Burma and Ceylon is much more widely distributed 
than the import trade of this group. India’s jute, Ceylon’s tea 
and, to some extent, Burma’s rice are the commodities which 
are in universal demand. 

(viii) In respect both of imports and exports, Europe 
(and particularly the U.K.) is by far the most important 
trading continent for this group as a whole. About 56 per 
cent, of the imports in 1938 (and 63 per cent, in 1928) came 
from Europe and 54 per cent, of the exports in 1938 were sent 
to that continent. 

(ix) India had to maintain a large export surplus before 
the war in order to meet her considerable debt obligations in 
Britain. India has now become a creditor country and this 
change will greatly alter her post-war commercial position. 


7. See belpw Chapter IV, p. 79-82. 
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(x) If the directions of the trades of India, Burma and 
Ceylon are considered separately, India’s dominating position 
in this group becomes clear. She absorbs 54 per cent, of 
Burma’s total exports and supplies nearly 52 per cent, of her 
total imports. Similarly, she supplies nearly a quarter of 
Ceylon’s total imports. 

(xi) Ceylon’s great dependence on the U.K. also becomes 
clear and is accounted for by the fact that the U.K. is a large 
consumer of tea. 

D. South-east Asia 

(xii) The bulk of the trade of the South-east Asian 
countries, which are largely ^colonial’ and industrially un- 
developed, is with their respective ‘ mother countries 

(xiii) The trade of this group with the U.K, is con- 
siderable, but that with the 'rest of Europe’ is still greater. 
The trade of the India, Burma and Ceylon group with the 
U.S.A. is comparatively small, but the trade of the South-east 
Asia group with the U,S.A. is much larger. 

(xiv) The internal trade between the four countries 
comprising this group appears to be very large ; but most of 
that trade is in rice and the importance of rice in intra-Asian 
trade will he discussed in the next chapter. 

E. China and other Continental Asian Countries 

(xv) The main feature of the trade of this group is its 
virtual detachment from the U.K. The bulk of the trade of 
this group is with the 'yen bloc’ countries, and especially 
with Japan. 

F. Japan 

(xvi) The trade with Europe is very small and is more 
competitive than complementary. 

(xvii) The trade with the U.S.A. has also been declin- 
ing. In the result, Japan’s trade is confined very largely to 
Asia and especially China and the South-east Asian countries. 


9 



CHAPTER IV 
INTRA-ASIAN TRADE 

The preceding chapter which revealed the smallness of 
Asia’s share in world trade has also emphasized how the trades 
of the various Atsian coxmtries tend to revolve rotmd those of 
the industrialized countries of Europe and America. This 
chapter will now analyse the main features of intra-Asian 
trade. 

Volume op Intra-Asian Trade 

The following table compiled from The Network of World 
Traded shows the direction of the imports and exports of the 
merchandise trade of Asia as a whole in 1928 and 1938. The 
values in this table represent ‘ frontier value ’ which have been 
Volttme of Asian and Intra-Asian Trade 



Imports into Asia from 
countries in Column I 

Exports of Asia to 
countries in Colunrn I 


1928 


1938 

1928 


1938 

Column 1 

Value in Millions 
of U.S. Dollars 

Percentage of Total 

Value in Millions 
of U,S- Dollars 

Percentage of Total 

Value in Millions 
of U.S. Dollars 

Percentage of Total 

Value in Millions 
of U.S. Dollars 

Percentage of Total 

Africa 

80 

1 

60 

2 

60 

3 

50 

5 

North 









America 

1,320 

16 

630 

19 

1,210 

23 

530 

17 

Latin America 

10 

— 

30 

1 

10 

1 

30 

1 

Asia 

3,770 

46 

1,520 

45 

3,470 

41 

1,410 

42 

U.S.S.R. 

120 

2 

20 

1 

130 

2 

40 

1 

Continental 









Europe 

1,260 

15 

590 

17 

1,100 

19 

530 

18 

Non-Con- 









tinental 









Europe 

1,440 

18 

430 

13 

1,340 

9 

380 

13 

Oceania 

190 

2 

80 

2 

190 

2 

70 

3 

Total 

8,190 

100 

3,360 

100 

7,510 

100 

3,040 

lOD 


1. Compiled from the League Nations’ The Network of World 
Trade, tables 16, 17 and 19. 
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adjusted in that publication for freights and other incidental 
charges. The figures have also been corrected to show the 
imports by origin and the expprls by regions of final consump- 
tion. 

The above figures show that nearly 46 per cent, of Asia’s 
import and 41 per cent, of her export trade is intra-Asian. 
The figures also show that taking Asia as one imit about 30 
per cent of the import and export trade is with Europe and 
about 17 to 19 per cent, with North America. Asia’s imports 
from and exports to Oceania, Africa. South America and the 
U.S.S.R. taken together are, on the other hand, extremely 
small. Only 6 per cent, of her total imports in 1938 came 
from these countries and only 10 per cent, of the exports 
were consigned to them. 

The smallness of Asia’s trade with the non-American and 
non-European countries again emphasizes the backwardness 
of Asia’s foreign trade. In the first instance, this smallness 
shows the specialized nature of Asia’s foreign trade. Her 
import needs can only be satisfied by industrialized coimtries 
and her exports of raw materials can also be absorbed only 
by them. This kind of specialization makes the Asian coun- 
tries excessively attadhed to one or the other of the indus- 
trialized European coimtries and in times of commercial and 
economic stress, this attachment results in restrictive trade 
practices which tend to reduce the volume of world trade and 
to accelerate the distintegration of world trade into rival and 
mutually exclusive groups. 

With this broad gaieralization in view, the large volume 
of intra-Asian trade requires some explanation. During the 
pre-war period, about 46 per cent, of the total imports into 
the continent of Asia were from the Asian countries them- 
selves ; and over 41 per cent, of the total Asian exports were 
also consigned to them. If Asia’s foreign trade is so specialized 
as to be highly competitive as amongst the Asian countries 
themselves, and, if it is so excessively attached to non-Asian 
industrialized countries as to be mutually exclusive, how is it 
that so much of Asia’s total foreign trade is also intra-Asian ? 

The following table compiled from Annexe HI of The 
Network of World Trade famishes some of the explanation ; 



Direction of Asia’s Import and Export Trade with Asian Countries 
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The above table, unlike the preceding table, is not adjusted 
for frontier values and is based largely on the published trade 
returns of the various countries. It does, however, emphasize 
the dominating position of Japan in intra-Asian trade. A large 
industrialized country which she was, Japan imported a great 
deal of her raw materials from Asian coimtries. Of die total 
imports into Asia from the Asian coxmtries, Japan accoimted 
for 21 per cent, of the intra-Asian import trade. She imported 
a great deal of cotton from India and many of her minerals 
and mineral oils also came from the Asian countries. 

"While Japan herself was a large importer from Asian 
countries, the Asian countries in their own turn were greatly 
dependent on Japan for their cotton textiles and cheaper con- 
sumer goods. The imports of the Asian countreis of China, 
Manchuria and Hong Kong taken together accounted for 
nearly 36 per cent, of intra-Asian import trade in 1938, These 
countries were importing largely from Japan and their imports 
were largely of cotton cloth. British Malaya which is a large 
importer of both cloth and rice accounted for nearly 14 per 
cent, of the total intra-Asian import trade; and India and 
Burma who accounted for about 9 per cent, of intra-Asian 
import trade were mutually dependent on each other for rice 
and doth. 

On the export side, the dominant position of Japan in 
intra-Asian trade was noticeable to an even greater extent. 
Of the total intra-Asian export trade, Japan accoimted for 
32*2 per cent, in 1935 and 36*4 per cent, in 1938. Her exports 
were mainly of cloth and were distributed all over the Asian 
countries. India and Burma as a group accoimted for about 
11 to 14 per cent, of intra-Asian trade before the war. India 
was a large exporter of cotton to Japan and her jute bags 
were used by aU the Asian countries, and especially those 
who were exporters of rice. The rice erqporting countries of 
Siam and French Indo-China accounted for another 6 per 
cent, of the intra-Asian export trade. 
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Intra-Asian Ijcport Trade by groots op Asian Countries 

The sub-division of the voltime of intra-Asian import trade 
according to the groups of Asian coimtries throws a further 
light on the figures in the preceding table. The table on 
p. 72 compiled from Table 22 of The Network of World Trade 
shows the proportions of the import trades of the various 
groups of Asian countries from other groups of Asian coun- 
tries and the rest of the world. The figures in the table have 
been adjusted by the League of Nations to represent ‘ frontier 
values ’ and to show the origin of imports : — 

India, Burma & Ceylon. The inter-group import trade of 
India, Burma and Ceylon accoimted for about 7 per cent of 
the total import trade of this group. In the earlier chapter,® 
the dominating position of India in this group has been 
explained. India imported a great deal of Burma’s rice and 
both Burma and Ceylon imported India’s cotton textiles and 
other manufactured articles. 

The imports of this group from the South-east Asian 
group were about 5 to 7 per cent, of the total imports and 
consisted mainly of rice. 

The imports from Japan, Korea and Formosa consisted 
mostly of cotton cloth and some raw silk from Japan and 
accounted for 15*3 per cent, of the total imports in 1935 and 
11*7 per cent, in 1938. All the coimtries of this group have 
always had a large trade with Japan. On the average of 
1936-38, about 6 -5 per cent, of Ceylon’s total imports came 
from Japan and about 10 to 14 per cent, of India’s imports 
also came from that country. 


2. duster m, Pp . 



■n{«.Artnw of the Imports of Asian Countries to other Asian Countries and the Best of the Wtarld 
.(Values are in Millini'R of U.S. Dollars. Figures in brackets show the percentage to total world Exports of ead» group)' 



*T be figures marked with an asterisk represent the trade within the 
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But taken as a group, nearly 66 to 70 per cent, of the 
import trade of India, Bxirma and Ceylon was with non-Asian 
countries. 

South-east Asia. The South-east Asian group compris- 
ing British Malaya, French Indo-China, Netherlands Indies, 
Philippines, Siam and other smaller countries has a large 
inter-group trade within itself. Nearly 27 to 31 per cent, 
of the total imports into this group during the pre-war period 
were from the South-east Asian countries themselves. One of 
the explanations for this large inter-group trade is certainly 
geographical. These countries are more or less contiguous 
and much of this inter-group trade can be regarded as internal 
trade of this geographical region. Secondly, all the South- 
east Asian countries are still imdeveloped and find it more 
profitable to trade among themselves, nxirdly and the more 
important of all, is the position which rice occupies in the 
export and import trades of these countries. The staple food 
of all these counti'ies is rice, although some of them are highly 
deficient in that cereal while the others have large surpluses. 
The following figures, for instance, show the importance of 
rice ,• and the large inter-group trade is largely accounted for 
by this commodity. 

Figures are in OOO’s of Long Tons and 
Averages of 1937, 1938 and 1939 



Rice 

Imports of R’ce 

Domestic 

Exports 

Gross 

Imports 

Retained 

Imports 

Indo-China 

.. 1,248 



Siam 

.. 1,303 



Netherlands Indies 

23 


288 

Malaya 


798 

641 

Philippines 



54 

British Borneo 



54 
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The imports into the South-east Asia group from the 
India, Burma and Ceylon group have always been small, which 
is also true of the China group. It is also remarkable how 
little the South-east Asia group imports from Japan as com- 
pared with the Japanese imports of other Asian groups. The 
relative poverty of the people makes their capacity for absorb- 
ing imported goods rather small and in addition, the trade of 
these colonial countries is more developed with their ‘ mother 
countries’ than with their Asian neighbours. 

Japan. About 40 per cent, of Japan’s total imports come 
from the Asian countries while about 60 per cenL. of them 
come from the rest of the world. Considering that Japan is 
not a large importer of food and must import the higher quali- 
ties of cotton, and semi-manufactured fuel and metals from 
abroad, it is not surprising that the larger proportion of her 
imports should come from non-Asian countries. Assummg 
that Japan resumes her former importance as an industrialized 
nation of the East, there is no doubt that she would in 
future absorb a relatively larger proportion of Asian raw- 
materials than she has done hitherto. 

China and other Continental Asian Countries. This group 
which comprises China, Manchuria, Hong Kong and the 
Middle East Countries is a larger importer of Asian goods 
than any other group of Asian countries. The explanation 
lies in the fact that China’s trade was closely linked up with 
that of Japan in the nineteen-thirties and that the Middle East 
countries which were large importers of cereals, sugar and 
cotton textiles were also largely dependent for their require- 
ments on Java, Japan and India. 

Intra-Asian Export Trade hy Groups. The following 
table compiled from The Network of World Trade shows the 
exports of the various groups of Asian countries to the other 
groups of Asian countries and to the rest of the world. The 
figures in the table have been adjusted by the League of 
Nations to represent ‘ frontier values ’ and the direction is so 
adjusted as to show the regions of consumption. 



Direction of the Exports of Asian Countries from other Asian Countries and the Rest of the World 
(Values are in Millions of U.S. Dollars. E^gures in brackets show 
the percentage to total world Imports of each group) 
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The most important general conclusion which emerges 
from the above table is that the intra- Asian export trade is 
much smaller than the intra-Asian import trade. About 30 per 
cent, of the import trade of India, Burma and Ceylon is with 
Asian countries, while only about 22 per cent, of their export 
trade is with them. This tendency is even more noticeable in 
the case of South-east Asian countries. Their imports from 
the non-Asian countries in 1938 were 53-5 per cent, of their 
total imports, but their exports to them in the same year were 
66*0 per cent, of the total. In the case of China, the im|3orts 
from the rest of the world in 1935 were 45*4 per cent, and 
exports to the rest of the world were 54*4 per cent. 

The explanation for this comparatively larger diversifica- 
tion of the export trade lies in the fact that raw materials, 
which constitute the main exports of these countries, are more 
or less in universal demand, and, furthermore, since raw 
materials are largely consumed in industrialized countries, 
there has been much less demand for them in Asian countries. 
In the result, it would appear that the Asian countries have 
a great deal of competition amongst themselves in the sale of 
their raw materials abroad. 

In the case of Japan, however, the trend noticed above is 
entirely different. Her imports from the rest of the world are 
very much greater than her exports. In 1935, Japan’s imports 
from the non- Asian countries were 63*5 per cent, of her total 
imports while her exports to them (mostly of raw silk to the 
U. S.) were only 48*6 per cent, of her total. The import figure 
for 1938 was 60*0 per cent, while the export figure was only 
37*8 per cent. The explanation for this completely opposite 
trend in the case of Japan lies in her being so highly indus- 
trialized. Both her import and export trades with the other 
Asian countries were complementary to each other; or, in 
other words, Japan could buy what the Asian countries could 
sell and could sell what they wanted to buy. 

Another general conclusion which emerges from a com- 
parison of the intra-Asian import and export trades is that 
the volume of intra-Asian trade will increase greatly, if all 
the Asian coxmtries are highly industrialized. It has been 
seen that the rice deficits and surpluses in the South-east 
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Asian countries account for a great deal of the large inter- 
group trade amongst those cotmtries* A similar development 
will ensue in respect of export trade if industries develop all 
round in Asia. There would then be much trade in raw 
materials which will be augmented later by the exchange of 
the manufactured articles of each coimtry. 

India, Burma and Ceylon. The inter-group exports of 
India, Burma and Ceylon w^ere about 4*1 per cent, of their 
total exports. The exports to Japan, which was the best pre- 
war Asian customer, were about 8*2 per cent, of the total. 
The total exports of this group to Asian countries did not, 
however, amount to more than 21-9 per cent, of the total; 
and the rice from Burma was the most important article. 

South-east Asia. The inter-group exports of these 
countries in 1938 were 21*0 per cent, of the total and the 
remarks about rice in the preceding section on their import 
trade are equally applicable here. Being largely rice-pro- 
ducing countries, their exports to Japan were smaller than 
the exports of any other group of Asian countries. While 
16*2 per cent, of their total imports in 1935 came from Japan, 
only 6*6 per cent, of their exports were consigned to that 
country. 

China and Continental Asian Countries. The trade sta- 
tistics of China and the other countries in this group are 
unreliable ; and their inter-group trade is considerable. The 
only noteworthy feature of the figures in the table is the large 
volume of exports to Japan. 

Japan, Korea and Formosa. The noteworthy feature of 
Japan’s exports is that 62*2 per cent, of her total export trade 
is with Asian countries. Among the Asian countries, China 
was by far the largest purchaser of Japan’s exports. 

‘Trade in Certain Articles 

An earlier Chapter® has shown that the bulk of the import 
trade of Asian countries is in manufactured articles and food- 
stufis and that the export trade is mostly in raw materials. 


3. Chapter 11, p. 29. 
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This chapter has further shown the large volume of intra- 
Asian trade both in imports and exports. 

It is, therefore, necessary to examine the articles which 
constitute the imports and exports of each of the individual 
Asian countries and to determine the broad features of their 
trades according to imported and exported articles. 

Two tables have been compiled to show the import and 
export trades of Asian countries in certain important articles. 
Both of these tables have been compiled from The Foreign 
Commerce Year-book, 1939, on the averages for 1937, 1938 and 
1939. It has not been possible, as in many of the League of 
Nations’ publications, to adjust the directions of imports so as 
to show their origin or to adjust the exports so as to show 
the exact regions of final consumption. But these tables do, 
in spite of their limitations, present a fairly accurate picture 
of the trade in selected commodities. 

Import of Certain Articles 

The table on p. 81 shows the imports of (i) rice, 
(ii) sugar, (iii) textiles, and (iv) textile-making materials 
into Asian cmmtries. The definitions for ‘ textiles ’ and 
‘ textile-making materials ’ are given in the footnotes. 

An important conclusion which emerges from this table 
is that nearly 25 to 30 per cent, of the import trade of Asian 
countries is in four articles, viz., rice, sugar, manufactured 
textiles and textile-making materials. The cmmtries whose 
imports of these articles amount to more than 30 per cent, of 
their total imports are Persia and Ceylon; and those whose 
imports are between 25 to 30 per cent, are India, Iraq, Nether- 
lands East Indies, French Indo-China, Japan, Burma and 
Siam. 

Asian coirntries are industrially imder-developed, and 
even in the case of Japan, which is the most developed of 
all the Asian coimtries, the consumption of factory products 
per head of the population in 1926-9 did not exceed 28 XT. S. 
dollars. In India and China it was valued at 3 U. S. dollars 
as against the figure of 254 U. S. dollars in the U. S. or 
164 dollars in the U. K. Purlhermore, a third of the Indian 
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Statement Showing the Imports of (i) Rice, (ii) Sugar, (iii) Textile 
and (iv) Textile Making Materials 

(Figures are averages for 1937, 1938 and 1939 and all the 
values are in Millions of U.S. Dollars) 


Countries 

Rice 

Sugar 

Textiles 

Textile- 

Making 

Materials 

Total of 
Columns 

2 to 5 

Total 

Imports 

Coh 6 as 
Percentage 
of Col 7. 

(1) 

(2) 

(3) 

(4) 

(5) 

<6) 

(7) 

(8) 

India U) 

44-1 

4*4 

72*9 

39*8 

161*2 

550*1 

29-3 

Burma (2) 

— 

0-5 

20*3 

— 

20*8 

77*6 

26-8 

Ceylon 

China 

19-4 

2-5 

9*9 

— 

31*8 

89*1 

35*7 

excluding 

Manchuria 

15*3 

9*0 

17*2 

20*3 

61*8 

315-0 

19-6 

Manchuria 
British (4) 

3*5 

9*0 

49*2 

7*8 

69*5 

329*9 

21-0 

Malaya 

31*4 

5*8 

21*4 

— 

58-6 

258*8 

22-6 

Netherlands 


— 






Indies (1) 

9*4 

— 

62*4 

— 

71*8 

250*0 

28*7 

SiamCS) 

Japan 

— 

1*5 

11*8 

— 

13*3 

51*9 

25*6 

Proper 

0*9 

2*3 

5*0 

226*9 

235*1 

867*3 

27-1 

Chosen (®) 

2*0 

3*0 

56*0 

7*2 

68*2 

329*8 

20*7 

Taiwan 

— 

0*3 

0*8 

7*4 

8*5 

88*8 

9-6 

Iraq (7) 

— 

3 

10 

— 

13 

44 

29-1 

Persia (8) 

French Indo- 

— 

6 

14 

— 

20 

60 

33*3 

China 

— 

— 

12*6 

3*9 

16*5 

59*7 

27-6 


Figures in the above table have been compiled from The Foreign 
Commerce Year-book, 1939, published by the U.S. Department of Com- 
merce, except where so stated. The group Textiles includes aU manu- 
factured textile materials including yarn, cloth, wearing apparel, etc., 
and the group Textile-making Materials includes unmanufactured 
fibrous substances such as raw cotton, raw silk, rayon pulp etc., but 
does not include jute or hemp. 

All the figures are for general imports, except otherwise stated, and 
exclude bullion. 

(1) General imports excluding bullion, 

(2) Averages for 1938-9 and 1939-40. Eleven months figures for 

the later year are converted on a twelve-month basis, 

[3-8 continued on p. 82] 
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(3) Figures are for net imports and not general imports. 

(4) Figures for imports have been adjusted by excluding imports 

of rubber, raw rubber, tin ore and bullion, 

(5) Averages for three years 1936-7 to 1938-9. 

(6) Average of 1938 and 1939. 

(7) Compiled from the Review of Commercial Conditions of Iraq, 
Feb. 1945, published by H. M. Stationery Office. £ 1 sterling has been 
converted into U.S. Dollars at $5*00 to £ 1 sterling. 

(8) Figures relate to one year ending 21 June 1938 and exclude 
articles imported free of duty. Compiled from the Review of Com’^ 
mercial Conditions in Persia, April 1945, H.M.S.O. £ 1 sterling has been 
converted into U.S. Dollars at $ 5*00 to £ 1 sterling, 

and Chinese consumption was derived from imports.^ In 
short, Asian countries are dependent on industrialized 
countries for all kinds of manuf actxired goods and their import 
schedules reveal hundreds of small items, mostly below one 
per cent, of the total value, which together make up the bulk 
of their imports. The larger items consist mostly of machinery 
of all kinds, drugs and medicines, household articles, of hard- 
ware and heavy chemicals, minerals and metals. 

Considering such diversified dependence on imported 
manufactured articles and considering Asia’s low standards 
of living, the fact that 25 to 30 per cent, of her total imports 
should consist of only four articles (rice, sugar, textiles and 
textile-making materials) becomes significant. It reveals the 
lack of self-sufficiency which leads not only to the imports of 
manufactured articles but also to those of foodstuffs and 
clothing required for subsistence. Furthermore, it shows the 
great scope there is for development of trade in these articles, 
since their consumption in Asia is as yet extremely low ; and 
since much of the increased production would go into foreign 
trade. 

It must also be recognized that the bulk of the foreign 
trade in these articles is intra-Asian. Rice and sugar, for 
example, are both produced in Asia and the consumption of 
the Asian countries is mostly from the produce of Asia. 
Although Asia also imports cotton from the U.S.A. and 
Egypt the bulk of the trade is in Asian produce and practi- 


4. Iridustrialisation and Foreign Trade, League of Nations, 1945, 

p. 22. 
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cally the whole of the trade in textiles and textile-making 
materials must be considered to be intra-Asian. 

Nutritional standards all over Asia are known to be low 
and increased production of sugar and rice will not only raise 
the volume of intra-Asian trade, but will also raise the effi- 
ciency and productivity of the Asian people. As for textiles 
and textile-making materials, their position is more or less 
similar to that of rice and sugar. They are essential for 
raising the living standards in Asia, and Asia has, no doubt, 
many natural advantages both in the production of textile- 
making materials and in their manufacture. In fact, almost 
every Asian coxmtry grows some cotton and its cultivation and 
manufacture are at present handicapped by the low purchasing 
power of 'the people. It is almost certain that the increased 
cultivation of cotton, the encouragement of handloom doth 
and the establishment of textile industries would, accompanied 
by a rise in the production of rice and sugar, bring about a 
quicker and more evenly distributed rise in Asia’s standards 
of living than any other policies of economic development. 
Asian countries must, therefore, strive together to raise the 
voliune of intra-Asian trade in these artides. Hiis, however, 
could not be achieved, unless the action to be taken is co- 
operative and all the bigger policies of trade expansion are 
co-ordinated and executed on a pan-Asian basis. 

Exports op Certain Aritcles 

The table on pp. 84 and 85 shows the exports of certain 
important articles from the various coimtries of Asia. They are 
(i) rice, (ii) sugar, (iii) tea, (iv) rubber, (v) tin and tin ore, 
(vi) textile products and (vii) textile-making materials. The 
figures in this as in the preceding table have been compiled 
from The Foreign Commerce Year-hooJc, 1939, and are the 
averages for 1937, 1938 and 1939. 

An important conclusion which emerges from these 
figures is the high concentration of Asia’s exports in these 
seven artides. Taken together, they account for more than 
70 per cent, of the export trade of five countries, namely, India 
(75'1 per cent.), Ceylon (82*0 per cent.), British Malaya 
(74 -6 per cent.), Siam (92-5 per cent.) and Formosa (76 -7 
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per cent.) . The exports of these seven articles from French 
Indo-China acconnt for 65*6 per cent, of her total exports. 
In the case of five other countries, they account for about 40 
to 60 per cent, of their total exports, namely, Burma (47 - 8 
per cent), China (50*3 per cent), Netherland’s East Indies 
(49*2 per cent), Siam (47*0 per cent) and Iraq (41*5 per 
cent.). In the case of Japan proper, they account for 37*0 
per cent. Vide chart on p. 86. 

Analysed further, the excessive specialization of some of 
the countries on one or two articles becomes more evident. 
About 16 per cent, of India’s total exports consist of tea, 24 
per cent, are those of manufactured textiles and 33 per cent, 
of textile-making materials, including jute. Taken together, 
these articles account for nearly 73 per cent, of India’s total 
exports. Nearly 45 per cent, of Burma’s total exports consist 
of rice alone and in the case of Ceylon 82 per cent, of her 
total exports are in tea (60*4 per cent.) and rubber (21*6 per 
cent.). China’s exports are more evenly spread than those 
of any other country except Japan; but even so, 15*7 per cent, 
of the total exports are in textiles and 23*2 per cent, in textile- 
making materials, mostly raw cotton and silk. Over 72 per 
cent, of British Malaya’s exports are in rubber (51*9 per 
cent.) and tin and tin ore (20*3 per cent.). Over 92 per cent, 
of Siam’s exports are in rice (56*5 per cent.), tin and tin ore 
(20*7 per cent.) and rubber (15*1 per cent.). 

Chapter II has discussed in some detail the general posi- 
tion of Asia as a producer and exporter of raw materials. The 
figures in this section now reveal how some of the Asian 
countries depend almost entirely on one or two articles of 
export for their foreign exchange and domestic stability. Any 
fall in the prices of these raw materials or foodstuffs or any 
unforeseen damage to their production te transport must 
wholly upset the economic stability of the countries concerned. 
Not being the consumers of their own products, they have 
absolutely no control over the fate of the commodities they 
produce and export, and since their export trade is so highly 
specialized, they remain entirely at the mercy of the world 
trade factors over which they have at present no control; 
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and in periods of commercial strain, they are unable to switch 
over to some other and more profitable production. 

The excessive dependence of a national economy on any 
one region or factor of production or economic activity is 
always a danger to the economy concerned. In India, for 
instance, the excessive dependence on the monsoon is the 
cause of famine and agricultural backwardness ; in the U.K. 
the excessive concentration of heavy industry in a few regions 
has been an important cause of unemployment, and in Aus- 
tralia, the heavy dependence on the exports of wheat and wool 
has been a source of much anxiety and embarrassment. 

The position of the Asian countries in this respect has 
always been incomparably worse than that of any other 
nation. Although they are geographically more or less conti- 
guous and although the spiritual and moral contacts among 
them have always been so close, they have always operated 
in isolation and there has been very little economic co-opera- 
tion and co-ordination among them. This has been due to 
causes which are political, and due to the power politics and 
economic rivalries among the ^metropolitan powers’. 
This excessive specialization in such a few articles has no 
doubt prevented a more rapid rise in Asia’s living standards 
and this still constitutes a very real threat to their rise 
in future. Chapter II has suggested certain lines of pan- 
Asian co-operative action in respect of raw materials and it 
is obvious that it must be supplemented by national policies 
aimed at the diversification of domestic production through 
the development of new raw materials and varied industrial 
products. 


Forekjn Investiveeitt and Balance of Trade 

A considerable amount of literature has gathered round 
the problem of foreign investments in Asia and their effects 
on the borrowing coimtries. This discussion has rarely been 
completely impartial and the new freedom movements in Asia 
are not likely to make it any more impartial. Fortunately 
the political aspect of foreign investments is not directly rele- 
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vant to the subject-matter of this Paper and it is not neces- 
sary to discuss it in. any detail. 

It will however be noted that all the Asian countries were 
debtor countries before World War II and the bulk of their 
foreign investments were held by European or American 
countries. These foreign investments, especially in Malaya, 
Ceylon, the East Indies, Burma and even in India, have cer- 
tainly helped to expand the export trade of Asia and there 
can be no doubt that they have also brought much prosperity 
to the Asian people. 

But foreign investments have also been responsible for 
the excessive export specialization of the Asian countries and 
it is largely due to them that their economies have hitherto 
expanded along such narrow lines. The foreign investor can- 
not be blamed wholly for this ; what has happened is that one 
side of economic activity, namely the export trade activity, 
has advanced a great deal farther than the purely domestic 
sides. There has not been much co-ordination between the 
relative paces of their growths, with the result that the Asian 
countries at present appear to be so under-developed. 

Although excessive specialization on the one side and 
general under-development on the other are a handicap 
to world trade and national prosperity, there is nothing either 
permanent or irremediable about them. On the other hand, 
the present development of export activity brings to these 
countries a great deal of foreign exchange and thereby gives 
a considerable impetus to other lines of their national deve- 
lopment. 

The following table which has been compiled from Annexe 
III of The Network of World Trade shows the balance of trade 
positions of the various Asian countries. The import values are 
all c.i.f., while the export values are f.o.b. Furthermore, the 
table is not adjusted to show the regions of final consumption 
or destination and suffers from many other limitations common 
in such compilations. The worst of these limitations is that 
they are based on prices ruling at the time of import and export 
and do not therefore show the quantitative changes involved 
in the price-changes. The table does however enable us to 
build up a rough picture of the balance of trade positions of 
12 
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the various countries and to draw general deductions from 
them. 

Taking Asia as a whole, one very general and broad con- 
clusion can certainly be drawn from the above figures. It is 
that foreign investments have not resulted in an excessive 
drain on Asia’s resources and the exports have never greatly 
outstripped the imports. In 1928, which was probably the 
most prosperous year for Asia, her total exports were only 7 
per cent, greater than her imports, in 1935 they were 4 per 
cent, greater and in 1938 they were only 1*5 per cent, greater. 
Even if Japan and China were excluded from these calcula- 
tions, because of their special balance of pasmients positions, 
the total net exports of all the Asian countries taken together 
did not in 1928 exceed 700 million U.S. (current) dollars or 
9 per cent, of the imports. In 1935, this figure again came to 
9 per cent, and in 1938 it amounted to a little over 4 per cent. 

The existence of large foreign investments in Asia to- 
gether with this comparatively small export surplus can only 
be explained by the fact that the process of foreign investment 
has never been static and that the investor has been pouring 
more money into Asia year by year, or, that the investor has 
not yet been able to recover the full interest and dividends 
on his investments. The problem of foreign investments in 
Asia thus becomes more complex than it would appear at 
first sight. The borrowing coimtries cannot prove that their 
wealth has been expropriated by the foreign investor, be- 
cause the bulk of it is still within their national borders and 
because there is so far no indication of any excessive drain on 
their resources. The foreign investor can on the other hand 
rightly claim that he has done his best to develop Asian re- 
sources, that the stage of complete development has not yet 
been reached and that in his attempt to reach it, he has invested 
far more money in them than he has been able to recover 
through better profits and in other ways. 

It is against this background that one might consider the 
effects of foreign investments on Asian trade. Unfortunately 
our information on the voltime of investments in various 
countries, the terms of those investments and the manner in 
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which those investments were worked is still meagre and, 
in any case, we have as yet no idea as to how the terms and 
volume of those investments have been affected by the war 
and the post-war changes. With these qualifications in view, 
the following sections attempt to analyse the relation between 
Asia's foreign indebtedness and her foreign trade. 

India^ Burma and Ceylon. There are no accurate esti- 
mates of foreign investments in India and such estimates as 
have been put forward differ enormously. The liabilities of 
the Government of India before the war were however known 
to be about £400 million or 1,600 U.S. post-war dollars. As 
to private foreign investments into India, estimates vary a 
great deal and a pre-war figure (which has greatly declined 
since the war) of 2,400 U.S. post-war dollars may be accepted 
as a good guess. This way we get the total foreign investments 
into India at 4,000 million dollars. 

The Ceylon Trade Journal gives a figui^e of 190 million 
dollars (1946) as Ceylon’s foreign indebtedness and in the 
absence of any figure for Burma, a figure of 400 million 
dollars may be estimated. The figure of $233 million given 
by Dr. Callis is certainly an underestimate.® 

The total pre-war foi^eign indebtedness of India, Burma 
and Ceylon would thus appear to be something like 4,600 U.S. 
current dollars. In addition to the interest, dividend and 
amortization charges for these debts, all these countries had to 
make considerable pa 3 nnents abroad for their tourist and 
diplomatic expenditure, remittances abroad by their foreign 
civil servants and businessmen, shipping and banking services, 
etc. It is difficult to estimate the volume of these debit move- 
ments, but they must have been considerable. 

Assuming that the outward or debit movements on account 
of foreign debt were only 5 per cent, (which figure, in view 
of the high interest rates prevailing before the war, does not 
appear excessive)^ India, Burma and Ceylon as a group had 
to remit about 230 million U.S. dollars abroad. The outward 


6. Foreign Capital in South-east Asia, I.P.R. International Research 
Series, 1942. 
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or debit movement on account of charges, other than debt 
charges, could not have been less than 200 million U. S. 
dollars^ 

We may therefore assume that the India, Burma and 
Ceylon group had to maintain an export surplus of at least 
430 million dollars per year merely to balance their ordinary 
debit (money) movements on account of debt and other 
charges. 

The figures in the above table show that the net export 
surplus in 1928 was $499 million and that it declined to $84 
million in 1935 and to $135 million in 1938, Except in 1928, 
the export surplus was not enough to meet the various debit 
charges of these countries and in the result they had to resort 
to the export of bullion to make up this deficiency. On the 
whole, it also appears that Ceylon and Burma were not large 
exporters of bullion, but India was certainly called upon to 
make up her balance of payments by gold exports, as is shown 
by the following figures. During the war, India has liqui- 
dated all her foreign government indebtedness and possibly 
much of the private foreign debt as well. In addition, she 
has sterling assets valued at about $5,000 millions or a little 
less. In the meantime, she has unfortunately become a large 
food deficit country and her food imports are now at least of 
the order of $150 million per year. 

But taking India, Burma and Ceylon as a whole, it may 
be expected that they will not need to maintain such large 
export surpluses as they did during the pre-war period, or, 
in other words, their imports, relatively to their exports, will 
increase very considerably- And in the long run these imports 
will be utilized towards the purchase of capital equipment for 
industrial expansion. 


7. It need not be emphasized that this estimate of $ 200 millions 
is an extremely conservative one. Official figures which are available 
for Ceylon estimate the incidence of ‘dividend and interest’ charges 
on Ceylon’s foreign capital at 10 per cent. 
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British India’s Balance of Trades in Merchandise and Bullion 



1929 

1931 

1933 

1934 

1935 

1938 

Balance of Private Trade 
in Merchandise 

Rs. Mns. . . 

+722 

(100) 

+290 

(100) 

+298 

(100) 

+231 

(100) 

+228 

(100) 

+121 

(100) 

Balance of Trade 
(Private and Govt.) 
in Bullion 

Rs. Mns. . . 

-35 

(5) 

+317 

(109) 

+563 

(187) 

+640 

(280) 

+523 

(230) 

+139 

(109) 


South-east Asia.^ Taken as a group, the South-east Asian 
countries have a large favourable balance of trade in mer- 
chandise. In 1928, their favourable balance of trade was $496 
millions which was about 25 per cent, of their imports. In 
1937, their export surplus was 37 per cent, of their imports and, 
in 1938, it was nearly 19 per cent. These figm^es were some- 
what higher than those for the India, Burma and Ceylon group 
whose export surplus in 1928 amounted to 26 per cent, of their 
imports, while in 1935 it was 14 per cent, and in 1938, 22 per 
cent. 

This relatively high proportion of South-east Asian ex- 
ports is certainly due to the comparatively small part which 
gold has played in their exports. These countries do not 
possess any large stocks of domestically utilized, or what the 
Western economist would call * hoarded ^ gold and cannot 
therefore mobilize it to the same extent as India in times of 
economic stress or dislocation. 

The total foreign investment in these countries are sum- 
marized below from Dr, Callis’ estimates and they show that 


8. Compiled from the League of Nations Statistical Year-Books. 

9. The author is deeply indebted to Dr. Helmut Callis’ Foreign 
Capital in South-east Asia prepared for the Institute of Pacific Rela- 
tions, New York, 1942, and the foreign debt estimates in this section 
are taken from it. 
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the total foreign investments in this group of countries are 
only a little smaller than those in the India, Burma and Ceylon 
group. 

Estimates of Foreign Investments, excluding Chinese Investments, 
in 1937 or 1938 



Millions of 


U.S. Dollars 

Netherlands Indies 

2,264 

British Malaya 

455 

Siam 

124 

Philippines 

376 

French Indo-China 

384 


Total . . 3,603 


Apart from the charges concerning this foreign debt of 
$3,600 million, these countries had probably a great many 
commitments abroad, since 80 per cent, of their investments 
were, as Dr. Callis terms them, entrepreneur investments 
worked directly and often locally by the foreign lender him- 
self. This accoimted for the large European populations in 
South-East Asia and their far-flung (and often undesirable) 
influence in every sphere of national activity. 

But it is difficult to generalize about the effects of foreign 
debt on trade for South-east Asia as a whola, since the patterns 
of lending differ from one country to another. A more useful 
approach for detailed study will therefore be to take up pa c b 
country individually and examine her position in respect of 
her foreign trade and foreign debt. 

British Malaya. Dr. Callis estimates the foreign debt 
of British Malaya at $ 456 million ; and shows that 
26 per cent, of it was government-owned and was 
largely locally held. Of the remaining and non-govern- 
ment debt, an appreciable amount was also held locally. 
Furthermore, the issues of corporation debentures, in 
British Malaya, were always small and, as Dr. C allis 
points out, fliis ‘comparative absence’ of fixed-interest-bear- 
ing securities has been a great advantage to the colony, parti- 
cularly in times of economic stress. 
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Apart from these factors making for the relative strength 
of this colony, it had probably a considerable income from 
the port dues of Singapore and the export cesses on rubber 
and tin. Furthermore, a certain amount of new capital was 
coming into the colony in the nineteen-twenties and this pro- 
cess had not altogether ceased in the nineteen-thirties. The 
following table therefore shows that the exports of British 
Malaya relatively to her imports were never very big and were 
much smaller than those of the Netherlands East Indies. Ex- 
ports of bullion from the colony were also, relatively to other 
Asian countries, small. 

Percentage of Exports of Merchandise to the Imports of Merchandise 
(Compiled from The League of Nations^ Year Book) 


1929 

.. 104 

1935 

.. 122 

1931 

.. 89 

1936 

.. 124 

1932 

.. 86 

1937 

.. 130 

1933 

.. 107 

1938 

.. 104 

1934 

.. 117 




The above figures show that foreign debt has not involved 
any great drain on Malayans resources. Assuming that 10 per 
cent, of the export trade represents a country’s non-merchan- 
dise outward or debit movements (5 per cent, for debt charges 
and 5 per cent, for others), it would appear that Malaya has 
not been always able to meet in full her legitimate debit 
charges. 

Netherlands East Indies, The Netherlands East Indies 
enjoy rather a favourable position in respect of their export 
trade, in the sense that it is not so highly concentrated as 
that of Malaya, Burma or Ceylon. The East Indies have four 
main articles of export, namely, sugar (7*4 per cent.), tea 
(7*0 per cent), raw rubber (27*0 per cent.) and tin and tin 
ore (7-6 per cent.). All these articles put together accounted 
for only 49 per cent, of the total pre-war exports. These 
countries were therefore relatively less vulnerable to price 
changes and fared somewhat better than other Asian countries 
during the depression of the nineteen-thirties. In the result, 
the East Indies appear to have maintained a fairly high 
export surplus : 
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Percentage of Exports of Merchandise to Imports of Merchandise 
(Compiled from the League of Nations Statistical 



Year Books) 



1929 

.. 136 

1935 

. 166 

1931 

.. 126 

1936 

. 203 

1932 

.. 142 

1937 

. 198 

1933 

.. 143 

1938 

.. 141 

1934 

170 




As they stand, these figures show the relatively strong 
position of the Netherlands East Indies and the League of 
Nations reports on the balance of payments throw further 
light on the position of this country. On the whole, the Nether- 
lands East Indies seemed to require about $180 million per 
year to meet all their commitments abroad, including debt 
charges, diplomatic expenditure, personal remittances, etc., 
and this figure amounted to 8 per cent, of the total foreign debt 
of $ 2,264 million. The value of exports, had on the balance, 
somewhat exceeded these commitments ; and it would appear 
again that there was no indication of any colonial exploitation 
in the financial or commercial sense. 

The League of Nations’ balance of pajnnents reports indi- 
cate that the East Indies had been the net borrowers of 
foreign capital in the nineteen-thirties and that, on the whole, 
the foreign lender was subject to considerable restrictions in 
the colony. The colonial government has a network of State 
enterprises and foreign capitalists have to compete with them. 
In the result, ‘ entrepreneur ’ investments in this colony rela- 
tively to ‘ rentier ’ investments have comparatively been small 
and their proportion to the total foreign debt is the smallest 
in the whole of South-east Asia. 

All these are factors of intrinsic strength in the economic 
life of the colony and could he utilized for its rapid postwar 
development, 

Siam. Siam’s total foreign debt has been estimated by 
Dr. Callis at $124 million, which as he points out is surpris- 
ingly small, its value per head of the population being the 
lowest in South-east .Asia. Furthermore, Siam has always 
X3 
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been a gold importing country and had considerable export 
surpluses even during the depression. 

Siam’s main exports are rice ((56*5 per cent.), rubber 
(15*1 per cent.) and tin and tin ore (20-7 per cent.) and these 
three articles make up nearly 92 per cent, of her total exports. 
The demand for these articles during the next few years is 
likely to be very strong and with Siam’s small debt and her 
great resources, she should have little difficulty in finding the 
money and exchange required for reconstruction. 

French Indo-China. The foreign indebtedness of French 
Indo-China has been estimated by Dr. Callis at $ 384 million 
and taking the ratio of annual foreign commitments at 10 per 
cent, of the total debt, French Indo-China would require to 
maintain an export surplus of nearly $ 38 million. 

This export surplus as the table in this section shows has 
rarely accrued during recent years and Dr. Callis explains the 
position as follows: — 

Though Indo-China has a considerable excess of exports over imports, 
amounting to one million French francs in the boom year 1937, this 
surplus item on goods account and other smaller credit items on service 
accoimt are normally unable to cover the substantial yearly outpayments 
from the colony effected for the transfer of commercial profits, the 
service of foreign loans, the remittance of individual savings by banks 
or money orders, and the great spending of French officials and other 
Indo-Chinese residents outside the country. The balance is restored 
only partly by such items as new loans, new private investments, and 
the increasing expenditure of the mother country on defence in the 
colony. In other words, the growth of capital equipment is not brought 
about by the accumulation of savings within the colony, but to a large 
extent by new indebtedness, making for still hi^er dividend and 
interest outpayments in the future, and necessitating more exports or 
furffier investments. 

China. Throughout the past many decades, China has 
shown a persistent and large imfavourable balance of trade 
in merchandise and in many recent years her exports have 
amoxmted to as litlie as 40 per cent, of her imports. This is 
brou^t out in the foUowiag table reproduced from The 
Chinese MariUme Customs’ Report on the Trade of China, 
1939, p. 68). 
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Chinese Exports 
as percentage 
of Imports 


Chinese Exports 
as percentage 
of Imports 

1930 

.. 77-50 

1928 

.. 68-43 

1911 

.. 74-15 

1929 

.. 66-05 

1912 

.. 75-31 

1930 

.. 54-79 



1931 

.. 45-70 



1932 

.. 37-34 

1921 

.. 56-61 

1933 

.. 45-50 

1922 

.. 59-50 

1934 

.. 51-94 

1923 

.. 69-38 

1^ 

.. 62-68 

1924 

.. 63-21 

1936 

.. 75-03 

1925 

.. 70-53 

1^7 

.. 87-93 

1926 

.. 63-41 

1938 

.. 86-12 

1927 

.. 75-50 

1939 

.. 76-99 


Although the above figures do not include gold and silver, 
they play an important part in China’s trade balances. The 
Chinese, as Prof. Remer points out, ‘see the gold price of 
silver as the prices of gold and when its price is high (and 
silver is low) gold tends to move out of China, just as it tends 
to move in when the price is low (and silver is high) The 
movements of gold and silver largely account for the large 
excess of imports over exports in Chinese trade ; but com- 
pared with silver, gold has always been of less importance in 
that trade. The figures on p. 100 compiled from The Chinese 
Maritime Customs^ Statistics thus reveal the relative import- 
ance of gold, silver and merchandise trade. 

Apart from the importance of gold and silver in Chinese 
trade, her maritime customs statistics do not record her land- 
frontier trade with Russia and Hong-Kong and furthermore 
there is a strong tendency towards undervaluation in China’s 
recorded exports. Some allowance has also to be made for 
the export duties which have been in operation in China for 
a number of years and which must be added on to the total 


10. Op. cit., p. 191. 
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(Millions of Chinese Standard Dollars) 



Net Balance 
in gold 

Net Balance Net Balance 
in silver in Merchandise 

1928 

.. — 9*4 

-165*8 

-318*8 

1929 

.. + 3-1 

-164*9 

-389*6 

1930 

+ 25*8 

-104*4 

-646*4 

1931 

+ 50-0 

- 70*8 

-816*4 

1932 

+109*3 

+ 10*4 

-867*2 

1933 

+ 69*4 

+ 14*4 

-733*7 

1934 

+ 51*6 

+256*7 

-494*5 

1935 

+ 38*7 

+ 59*4 

-343*4 

1936 

+ 40*6 

+249-6 

-235*8 

1937 

+ 58*3 

+398-5 

-115*1 

1938 

-14*1 

+ 80-3 

-123*6 

1939 

+ 3*5 

+ 2-0 

-306*4 


value of exports to obtain their true f.o.b. values. After a 
careful study of the whole matter Prof. Remer added on 
10 per cent to the merchandise exports shown in Maritime 
Statistics for 1930^ although he accepted the recorded figures 
for gold and silver The League of Nations’ balance of pay- 
ments statistics add on 10 per cent, to the recorded exports of 
both merchandise and bullion for 1933 and 15 per cent, for 
the years 1934, 1935 and 1936. This allowance considerably 
reduces the recorded excess of China’s imports over her 
exports. 

In spite of all these allowances, there can be no doubt 
that China carries a burden of foreign debt far in excess of 
her ability to discharge it through normal export surpluses 
and other services. Prof. Remer estimates China’s foreign 
investments in 1931 at $3,300 million. 80 per cent, of these 
investments are entrepreneur investments worked directly by 
foreign businessmen and the proportion of China’s foreign 
entrepreneur investments to her total investments is, accord- 
ing to Pjrof. Remer, probably the greatest in the world. Since 


11. Op. cit, p. 200. 
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1931, the Chinese foreign debt has increased considerably and 
it would be safe to assume that by our usual ratio of 10 per 
cent. China would require at least $ 330 million as an export 
surplus of goods, services, remittances, etc., over her imports. 

Surprising as it may appear, China has been able to 
secure such a credit surplus as would enable her to meet the 
full burden of her foreign debt and other charges. Further- 
more, this has not been achieved merely or even very largely 
by a continued export of gold and silver, although they have 
certainly played a large part in China’s balance of payments 
in recent years. Silver has figured especially on the export 
side during 1934 and after. 

The following table shows China’s balance of payments 
during 1933-6 : 

Summary Table of China’s Balance of Payments 
(Manchuria and Johol excluded) 

(Compiled from The League of Nations’ Balance of Payments, 1936) 
(Millions of Chinese Standard Dollars) 
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1933 

-792*7 

-108*0 

+396*0 

1934 

-291*9 

-132*6 

+421*0 

1935 

-177*6 

—162*4 

+404*0 

1936 

- 40*3 

—107*8 

+468*0 


-I-189-3 -315-4 + 30-0 —285-4 

+111-6 +108-1 + 80-0 +188-1 
+ 68-7 +132-7 +140-0 +272-7 

+ 45-6 +365-5 + 60-0 +425-5 


12. Silver is included in merchandise. Full allowance has been 
made for under-valuation, etc. 

13. Amortization is included in Interests and Dividends and 
excluded from Capital Items. 
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It will be noticed that the most important credit or export 
item in the above statement is that relating to ‘Other Ser- 
vices The income from this source also appears to be stable 
and most of it (about 70 per cent.) comes from the remittances 
of the Chinese emigrants. Nearly 9,000,000 Chinese, retain- 
ing Chinese nationality, live overseas and the number of the 
Chinese who have acquired foreign nationality must also be 
considerable. The remittances of these emigrants who have 
perhaps never seen their homeland or have seen it years ago, 
help the country to maintain its economic stability and foreign 
trade. It is these remittances which have enabled the Chinese 
people to import so many more goods than they have been 
able to export during the past so many decades, 

Japan. The foreign trade of Japan has been charac- 
terized by an adverse balance throughout her history. Since 
the beginning of this century upto 1934, the balance was in 
her favour for only seven years, of which four years were 
accounted for by the post-war boom of World War I.^^ Partly 
because of her heavy foreign indebtedness and largely because 
of the commercial distrust in which she was held, foreign 
capital markets were virtually closed to her. On the other 
hand, she was in urgent need of capital and foreign exchange 
for the maintenance of her large army and navy and for invest- 
ment in occupied and satellite coimtries. The export drive 
of the nineteen-thirties also required much foreign exchange, 
as Japan had to import the essential raw materials on which 
her export capacity depended. 

A political power trying to rise to the stature of 
the industrialized countries of the West, Japan lacked 
their foreign exchange and raw material resources. 
After much effort and organization she achieved a certain 
self-sufficiency in food ; but it was ever clear that 
with her lack of raw materials, she must, like Britain, look 
to her service income for the foreign exchange required for 
her imports and other needs ; and in the nineteen-thirties, this 
was achieved to a large extent. The following figures compiled 


14. Japan and Mmchukuo Yearbook, 1939, p. 458. 
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from The Foreign Commerce Year Book, 1939, show that 
Japan’s commercial policies and export drive did no more 
than reduce and, at best, wipe out her unfavourable trade 
balances during the nineteen-thirties : — 



General Imports 
Millions of 

Yens 

General Exports 
Millions of 

Yens 

Exports as 
Percentage 
of Imports 

1901-5 

.. 341 

288 

82 

1906-10 

.. 442 

421 

95 

1926-30 

.. 2,103 

1,925 

92 

1929 

.. 2,216 

2,149 

97 

1930 

.. 1,546 

1,470 

90 

1931 

.. 1,236 

1,147 

91 

1932 

.. 1,431 

1,410 

99 

1933 

.. 1,917 

1,861 

92 

1934 

.. 2,283 

2,172 

99 

1935 

.. 2,472 

2,499 

101 

1936 

.. 2,764 

2,693 

97 

1937 

.. 3,783 

3,175 

81 

1938 

.. 2,663 

2,690 

101 

1939 

.. 2,918 

3,576 

123 


Having nearly balanced her current trade accounts, Japan 
applied herself towards an increase in her service income from 
every [possible source. The League of Nations’ balance of 
payments accounts show that her inward or credit movements 
on account of interest and dividends were largely balanced by 
her outward or debit movements on the same account, as she 
had latterly become a large investor in the neighbouring 
countries. 

Japan had, however, a large net surplus on account of 
shipping freights, emigrants’ remittances, and a small but still 
considerable net surplus on account of insurance services. 
Her net income from these services accounted for nearly a 
quarter of her exports of physical goods, and her economic 
and financial stability was based more on this income than 
her ability to achieve any large export surplus. 
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It is this fact which is relevant to any consideration 
of Japan’s post-war trade prospects. As soon as she re-enters 
world trade, she will be faced with the urgent need of import- 
ing a large number of raw materials,^® which are at present 
in short supply and the prices of which are very high. These 
imports must precede any exports she may be able to achieve 
later. But in the next decade or so, her manufacturing capa- 
city will be small, and, with her own people on the verge of 
starvation, her exports relatively to the pre-war figures must 
be still smaller. While her need to import will be greater 
than ever and her capacity to export so much smaller, she 
will, in addition, be faced with a virtual cessation of her 
service income. On top of all this, she will be saddled with 
occupation costs and will porbably have to make large 
reparations. 

In short, Japan will become heavily deficit on current 
account and will remain so for at least another decade. This 
means her virtual elimination as a dominant commercial 
power of the East, 

This change in the position of Japan will no doubt change 
the whole pattern of Asia’s foreign trade and particularly the 
intra-Asian trade. It may hasten the industrialization of 
some of the Asian countries and it may eliminate that constant 
fear of Japan’s cut-throat competition. But, in the main, 
Japan’s commercial downfall should give no cause for optimism 
in Asia. Japan was the only highly industrialized country 
in the continent ; she was also a large consumer of Asia’s 
raw materials and she supplied an appreciable proportion of 
Asia’s shipping. Her industrialists and technicians also helped 
in the industrialization of South-East Asian countries. By 
itself, the elimination of Japan from Asian export markets 
will not materially help any other Asian country, 
although it may help the non-Asian countries. In the first 
instance, every Asian country (including India which has 
escaped war devastation) is still suffering from aU kinds of 


15. Chapter II, p. 23 gives a list of articles in which Japan is 
deficient. The more important are coal, pig iron, rubber, cotton, 
mineral oils, manganese and vegetable oils, 
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shortages and none o£ them has the industries, large and or- 
ganized enough, to take Japan’s place in the next few years. 
India, for instance, is now exporting cloth not because she has 
a genuine export surplus, but because she must do her best to 
help other coimtries whose cloth shortage is even greater. 
Secondly, whatever the political aspect of Japan’s industrial 
expansion might have been, she made a genuine attempt 
to supply the special needs of the Asian markets. Her 
factory products were cheap, easy to handle, and their 
sale was well organized. They reached the farthest comers 
of Asia’s vast country-side, and brought some of the advant- 
ages of technological progress to the doors of the rural slum 
dwellers. This could hardly be said of the products of the 
U.S.A. or Britain or Germany. 

In the absence of a rapid internal recovery in other Asian 
countries, the elimination of commercial Japan will only give 
a competitive advantage to non- Asian countries ; and while 
this happens, there will neither be any change in the structure 
of Asia’s foreign trade nor will her industrial aspirations be 
fully and rapidly achieved. The restoration of commercial 
Japan (stripped of her militarist activities) and her friendly 
co-operation in Asian economic development are thus essential 
for the benefit of Asia as a whole ; and every Asian coxmtry 
must contribute towards her regeneration as an important 
industrial nation of the world. 

Foreign Investment and Post-war Trade 

The foregoing discussion has shown that Asia’s foreign 
indebtedness has not led to any drain on her natural resources 
and that in all probability the investor has not always re- 
covered his full interest and dividends. The foreign debt, on 
the other hand, has developed many of her best resources 
and every Asian country has now an assured market for them. 
The bulk of Asia’s foreign debt is, what Dr. Callis calls, entre- 
preneur debt and has been worked and operated by the 
foreign lender himself. Whatever be the political drawbacks 
of such debt, it has hitherto brought Asia a great deal of 
technical skill in which she had been deficient and the exist- 
14 
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ing deficiency of whicli is likely to hinder her future develop- 
ment From the purely trade point of view, foreign debt has 
been all to the benefit of Asia and its successful operation in 
the past is going to supply her with the bases of rapid post- 
war development. 

Large as the pre-war foreign debt of Asia was, it was not 
a fraction of her total requirements. Prof. Eugene Staley 
gives an indication of the magnitvde of Asia’s investaient re- 
quirements. He shows that if all the Asian coimtries develop 
their economies ‘ at a rate which leads them to add capital 
equipment as rapidly as Japan did after 1900, they might 
absorb each year during the first decade about 2,700 million 
dollars’ worth of new capital (from all sources, internal and 
external) . In the second decade, the rate of investment might 
rise to 4,700 million dollars a year, in the third decade to 
9,100 million dollars a year and in the fourth decade to 10,500 
million dollars a year ’. These figures. Prof. Staley points out, 
are based on 1936 prices. If allowance were made for the 
higher money costs of capital goods that prevail at present, 
they would have to be doubled or trebled.^® 

With such high figures and with Asia’s complete depen- 
dence on foreign and imported capital equipment, it is in the 
interest of Asia to do all in her power to attract foreign in- 
vestment in future. But foreign investment is viewed 
in Asia wilh much suspicion and with the present disturbing 
conditions there, it is probable that its flow in future will be 
much maaller than in the pre-war period. Definite steps will 
have to be taken, therefore, to encourage the flow of capital 
to Asia and an essential step in this direction will be the evolu- 
tion of some international code for the regulation and treat- 
ment of foreign capital. 

This could hardly be achieved without the assistance and 
supervision of an Asian organization which must be a part 
of the Central Asian Commercial Corporation the establish- 


16. Eugene Staley, World Ecowmiie Development, Ih-O., Montreal, 
1944, p. 72. It may be mentioned that Prof. Staley does not put forward 
these figures as forecasts but as ‘an indication of what would happen 
under certain assumptions.’ 
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ment of which has been proposed in Chapter VI. This Asian 
Organization, which will deal with the control and regulation 
of foreign capital, would work in close collaboration with the 
capital lending countries of the world and any international 
agencies of the United Nations, The Asian organization 
would suggest the rules of lending and the conditions which 
the borrowing countries must fulfil. While ensuring the legiti- 
mate interests of the lender, the organization wiU see that 
foreign debt does not involve political subordination of the 
borrower, nor does the borrower get permanently tied down 
to the lender in the commercial sense. It wiU also examine 
the changes which have occurred in Asia’s indebtedness during 
and after World War II and suggest improvements in the 
pre-war systems of lending and borrowing. FinaUy, it wiU 
devise ways by which foreign debt is not aUowed to throw 
undue burden on the national stabilities of the borrowing 
countries and wUl suggest means of relief in tunes of com- 
mercial stress and dislocation.” 

Since it is certain that foreign capital wUl be in extremely 
short supply for the next few decades, the proposed organiza- 
tion wiU help to screen the less important borrowing projects 
and wiU help to see that foreign capital is distributed amongst 
the Asian coimtries on certain fixed and universaUy under- 
stood principles. In short, this proposal is similar to that put 
forward in Chapter IP® in respect of the regulation and dis- 
tribution of capital equipment among the Asian countries and 
the organization now proposed wfll have to work in dose 
collaboration with that dealing with capital equipment and 
will have to be an integral part of the Central Asian 
Commodity Corporation. 

Shipping Freights 

Just as it is necessary to have an international code for 
foreign investments, the time has come to equalize the gains 


17. What form this relief will take does not fall within the suh- 
ject-matter of tiiis Paper. 

18. Pp. 46-8. 
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from merchant shipping and other commercial services. Ship- 
ping constitutes a large fraction of the total value of foreign 
trade and has always been the monopoly of four or five coun- 
tries of the world. These privileged countries derive all the 
profits of the carrying trade, while in fact such profits ought 
to go to the trading countries according to the volume of their 
trade. And since shipping is expensive to run and has often 
required State subsidies which the poorer countries cannot 
afford, it has come to be concentrated more and more in a 
few coimtries. 

Without internal regulation of merchant shipping and 
without some method of distributing shipping profits on some 
well-understood principles, world trade will not expand to the 
extent to which one would desire. We should therefore have 
a world merchant marine built and rim under international 
auspices. The dividing line between a merchant marine and 
a battle fleet is now very small ; and an international merchant 
marine will be as much a factor in expanding world trade as 
in the maintenance of permanent world peace, if it is run by 
the United Nations. 

This proposal might appear to be grandiose today and 
will no doubt be ridiculed by the vested interests. Broadly 
speaking, shipping is more or less nationalized in every country 
and if the industry is important enou^ to be virtually owned 
by individual States, it must be assumed that it is important 
for international ownership also. 

COITCL'CSIONS 

Following closely on the preceding chapter, which has 
revealed the smallness of Asia’s share in world trade, this 
chapter examines the main features of intra-Asian trade. 

I. Volume of Intra-Asim Trade 

(i) The volume of intra-Asian tiade is large. Nearly 
46 per cent, of the total imports into Asia are from Asian 
countries and nearly 41 per cent, of Asia’s total import and 
export trade is also among the Asian countries. Of the re- 
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maming total trade, 30 per cent, is with Europe and about 
17 to 19 per cent, is with North America. 

(ii) The remaining areas of the world, namely, 
Oceania, Africa, South America and the U.S.S.E., taken to- 
gether account for only 6 per cent, of Asia’s total imports and 
only 10 per cent, of her total exports. 

(iii) A closer analysis reveals the dominant position of 
Japan in intra-Asian trade. She accounted for 21 per cent, 
of the total value of intra-Asian import trade and for about 
32 to 36 per cent, of the intra-Asian export trade. 

II. Volume of InirorAsian IMPORT Trade 

(iv) Apart from the inter-group import trade of Ivdia, 
Burma, avd Ceylon accoimting to 7 per cent, of the total 
group imports, the imports of this group from other Asian 
countries were about 25 per cent, of its total imports. Imports 
from the non-Asian countries were 66 to 72 per cent. 

(v) The inter-group trade of the South-East Asian cotm- 
tries was about 27 to 31 per cent, of its total import trade. 
Its imports from other Asian coimtries were about 24 per cent, 
of the total imports. Imports from the non-Asian countries 
were about 45 to 55 per cent. 

(vi) Nearly 40 per cent, of the Japanese Empire’s total 
imports came from the Asian cotmtries and 60 per cent, from 
the non-Asian countries. Japan’s imports from the Asian coun- 
tries were the highest, as compared with the imports of the 
other countries from Asia. 

(vii) Over 55 per cent, of the total trade of China and 
the continental countries of Asia came from Asia itself. 

m. Volume of Intra-Asian EXPORT Trade 

(vii) The intra-Asian export trade is much smaller than 
the intra-Asian import trade. The export trade of Asia is 
geographically more diversified than the import trade. This 
is due to the world’s need of diverse raw materials. Not being 
so highly industrialized as the European and American coun- 
tries, Asian countries are not large consumers of raw materials. 
It follows, therefore, that intra-Asian trade will increase with 
Asian industrialization. 
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rv. Trade in certain articles 

(ix) Between 25 to 30 per cent, of the import trades of 
the Asian countries are in (i) rice, (ii) sugar, (iii) manufac- 
tured textiles, and (iv) textile-making materials. In view 
of the fact that Asian countries are industrially so undeve- 
loped and have to depend on all kinds of imported factory 
products the fact that over a quarter of the total import trade 
is in these articles of essential consumption becomes signifi- 
cant. It reveals the lack of self-sufficiency which leads not 
only to the imports of manufactured articles but also to those 
of food-stuffs and clothing required for mere subsistence. 

(x) Since Asia has many natural advantages in the pro- 
duction and manufacture of these articles, and since there is 
much scope for their increased consumption, and since the 
trade in these articles is mostly intra-Asian, we may assume 
that any increase, however small, in Asia’s standards of living 
will show a more than corresponding increase in the trade in 
these articles. Increased trade in them will automatically 
result in increased intra-Asian trade also. 

(xi) It therefore becomes a primary object of Asia’s 
foreign trade and national development policies to increase the 
production of and the trade in these articles. 

(xii) An analysis of the exports of (a) rice, (b) sugar, 
(c) tea, (d) raw rubber, (e) tin and tin ore, (f ) manufactured 
textiles, and (g) textile-making materials reveals the high 
concentration of Asia’s export trade in these seven articles. 
Taken together, they account for over 70 per cent, of the 
export trade of five coimtries, for 66 per cent, of the export 
trade of one coimtry and for over 35 per cent, of all the 
remaining important Asian countries. 

(xiii) This excessive export specialization is fraught 
with many dangers to Asia’s foreign trade and economic deve- 
lopment. An object of Asian development policy must, there- 
fore, be a larger diversification of her export trade, and the 
reduction of the excessive dependence on so small a number 
of export articles. The best method of achieving a balance 
will be the increased manufacture of hand-made or cottage 
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industry products for which Asia has much natural advantage 
and aptitude. (See Chapter I, pp. 16-16E) . 

V. Foreign Investment and Balance of Trade 

(xiv) In spite of our very scanty information on Asia’s 
foreign indebtedness, an attempt has been made to estimate 
the efEects of that debt on Asia’s foreign trade. 

(xv) All the evidence which can be brought to bear on 
the subject has shown that foreign debt has not led to any 
drain on Asia’s natural resources. The export specialization 
which it has involved can in future be utilized for Asia’s 
economic development. 

(xvi) The foreign debt position of individual countries 
has been examined and the main conclusions which have 
arisen are : — 

(a) India, Burma and Ceylon required about 430 mil- 
lion U.S. dollars in pre-war years for their debt charges. 
This amount was always available through export sur- 
plus, except in the nineteen-thirties when it was supple- 
mented by gold exports. The post-war position will be 
easier. 

(b) British Malaya’s trade surplus does not appear 
always to have been sufficient to meet all her debt charges. 
The debt was also better managed than in other South- 
East Asian coimtries. 

(c) With her diversified ejporfcs, the Netherlands 
East Indies have always been in a more favourable posi- 
tion than the other South-East Asian countries. In spite 
of their large debt, they have always had the export sur- 
plus required for meeting the debt charges. 

(d) Siam was the least indebted coxmtiy in the South- 
East Asia group and her post-war trade position appears 
to be promising. 

(e) French-Indo-China has rarely had the necessary 
export surplus. 

(f) In spite of her heavy debt and unfavourable trade 
balances, China has been able to balance her outward and 
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inward payments largely because of the emigrants’ remit- 
tances. 

(g) The importance of service income in Japan’s 
balance of pasnnents is examined as also the probable 
effect of its loss on her post-war commercial position. 

V. Foreign Investment and Post-war Trade 

(xvii) A suggestion is put forward that the question of 
foreign debt should be examined m detail by an Asian organiz- 
ation working in co-operation with lending countries. This 
organization should also suggest lines of future control. Since 
Asia win continue to require large investment in future, the 
interests of the lender must be always taken into account. 

(xviii) A proposal in a very tentative form is also put 
forward for the international ownership and operation of the 
world’s merchant marines. 





CHAPTER V 


COMPOSITION OF THE TRADE OF ASIAN COUN'ERIES 

India 

Some of the main features of India’s foreign trade have 
already been discussed in the earlier chapters. Briefly sum- 
marized, they are : (i) India’s export trade is more widely 
diffused than her import trade ; (ii) her export trade is largely 
in raw materials and her import trade in manufactured 
articles ; and (iii) being a debtor country, India has had to 
mamtain large export surpluses. 

There had, however, been a pronounced tendency for 
India’s balance of trade to decline progressively during the 
depression of the nineteen-thirties, and she had to resort to 
gold exports on a large scale. This is brought out in the 
following table : — 


(Value in millions of gold dollars) 




Imports 

Essports 

Balance of 
trade 

1901-5 


289 

461 

+172 

1911-5 


488 

695 

+a)7 

1921-5 


747 

1,043 


1928 


925 

1,205 

+280 

1932 


347 

846 

— 1 

1933 


280 

355 

+ 75 

1934 


294 

336 

+ 42 

1935 


196 

353 

+ 57 

1936 


276 

433 

+157 

1937 


384 

401 

+ 17 

1938 


317 

355 

+ 38 


It will be seen from the Mowing figures that while the 
reduction of India’s balance of trade was progressing, a 
gradual change in die very composition of her foreign trade 
was also taking place. 

15 
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Percentage Distributioii of Imports and Exports 



Imports 



Exports 


1913-4 1925-6 1937-8 1945-6 

1913-4 1925-6 1937-8 1945-6 

Food, Driiik 

and Tobacco 13*5 
Raw Materials 
and Articles 
mainly nnmanu- 

14*6 

12*6 

9*3 

26*4 

21-8 

22*7 

22-5 

factured 5*8 

Articles 
mamly manu- 

9-3 

23*5 

48*5 

50*3 

53*4 

44*8 

29*0 

factured 80*0 

74*3 

62*0 

40*6 

22*7 

24*0 

32*7 

46-0 

Others 0*7 

1*8 

1*9 

1*6 

0-6 

0*8 

— 

2*5 

Total 100-0 

100*0 

100*0 

100*0 

100*0 

100*0 

100*0 

100*0 


This table reveals certain important changes in the com- 
position of India’s foreign trade. It is characteristic of a 
country’s industrial advance that there should be, on the one 
hand, an increase in the exports of manufactured articles 
accompanied by a decrease in their imports, and, on the other, 
an increase in the imports of raw materials accompanied by 
a decrease in their exports. An increase in industrial pro- 
duction places a country simultaneously in a position to reduce 
its intake of foreign industrial products, to utilize a larger 
proportion of its own raw materials and to consume additional 
or specialized raw materials from abroad. This trend has 
been prominently in evidence in India during pre-war years 
and has been accelerated during the war. Nearly 80 per cent, 
of Indian imports in 1913-4 consisted of manufactured articles, 
mostly cotton piecegoods, and only 5’ 8 per cent, of the imports 
were of raw materials. During 1937-8, on the other hand, 
imports of manufactured articles had declined to 62 per cent, 
of the total imports and the imports of raw materials had risen 
to 24 per cent. On the export side, there was, during the same 
period, an appreciable increase in the exports of maiuifactured 
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articles accompanied by a decrease in the exports of raw- 
materials. 

With the eventual emergence of India as a large creditor 
coimtry and with the gradual development of her industries, 
this trend will probably be greatly accelerated during the post- 
war period. India will not need to export such large quanti- 

CHART XII 
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ties of raw-materials as she had to before the war, and with 
her developing industries she will also be less dependent on 
the imports of manufactured articles than she had been before. 
What is more important from the point of view of intra- 
Asian trade is that India may be able to take Japan’s place 
in some of the Far Eastern markets. On the other haT^(^^ 
India’s population has been growing rapidly and has 

become ‘nutrition’ conscious. In all probability, therefore, 
India’s imports of foodstuffs in future may increase and her 
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grow-more-food policies may lead to reduction of some of her 
exports of raw materials. India’s post-war commercial posi- 
tion on the present reckoning therefore appears rather doubt- 
ful, though in all probability it will be stronger than in pre- 
war years. 

The following table shows the percentage distribution of 
India’s export trade in 1937-8. 


Raw Jute 

Percentage of the Total 
Exports of merchandise 
in 1937-8 

.. 8-1 

Jute Manufactures 

.. 16-1 

Raw Cotton 

.. 16*5 

Cotton Manufactures 

.. 5*1 

Tea 

.. 13*5 

Oilseeds 

7*8 

Grains, Pulses and Flour 

5-2 

Leather 

4-1 

Metals and metal ores 

3*4 

Hides and Skins 

2-8 

Wools, raw and manufactured 

2*1 

Others 

.. 15*3 


Total 100*0 


In 1937-8, nearly 45 per cent, of India’s total exports con- 
sisted of raw materials, the more important of which were 
raw jute 8-1 per cent,, raw cotton 16*5 per cent., tea 13 ’5 per 
cent., oil-seeds 7*8 per cent., and hides and skins 2*8 per 
cent. The purchasing countries were largely European or 
American, although Japan absorbed over half of the exports 
of raw cotton. 

As regards naanufactured articles, on the other hand, 
India’s exports (33 per cent, of the total) consisted of jute 
manufactures 16 •! per cent., cotton manufactures 5*1 per 
cent., leather 4*1 per cent, and other miscellaneous articles. 
The demand for jute manufactures was practically universal, 
but cotton manufactures were exported mostly to Asian 
countries, especially Burma and Ceylon. 
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Imports. The following table shows the composition of 
the import trade of India during 1937-8 ; 

Percentage Distribution 
1937-8 


Cotton and cotton piecegoods 

.. 15-9 

Oils 

.. 10-8 

Machinery and mill work 

9-9 

Metals and ores 

7*7 

Grain and cereals 

7-0 

Vehicles 

5-1 

Instruments and other appliances 

3-5 

Artidcial silk 

.. 2-8 

Wool, raw and manufactured 

.. 2’4 

Paper and Pasteboard 

2-4 

Chemicals 

1*9 

Others 

.. 30-6 

Total 

.. 100*0 


The imports of raw materials consisted of 23-5 per cent 
of the total imports in 1937-8. The main articles of the 
imports of raw materials were oils (mostly mineral oils) 
about 10 ’8 per cent, of total imports, raw cotton of long- 
staple varieties, and other miscellaneous products. 

Imported manufactured articles accounted for 62 *0 per 
cent of die total imports in 1937-8 and consisted of machinery 
and millwork (9*9 per cent, of total imports), cotton textiles 
about 10 per cent of the total, iron and steel products 5 per 
cent, vehicles mostly automobiles 5 per cent., and paper and 
paste-board, chemicals, instruments, etc. It wiU be noticed 
that the imports, except for cotton textiles, were of a spe- 
cialized nature in the sense that they were required more for 
industrial piirposes than for direct consumption. As has 
already been stated, the bulk of these imports came from the 
UJC. 

Ceylon 

Ceylon, like India, was also a debtor country before 
World War n and had to maintain a large favourable balance 
of trade in merchandise. 
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Values in iuiUions of dollars 




Imports 

Exports 

Balance of 
Trade 

1936 

.. 

80-4 

91-7 

-t-ll-3 

1937 

.. 

90-6 

115*6 

-|-25*0 

1938 

•• 

86-2 

96*4 

+10*2 

1939 

•• 

80*6 

lOO-S 

+19*7 


In a recently published estimate of Ceylon’s balance of 
payments, it has been stated that Ceylon’s exports always 
exceeded her imports by about Rs. 50,000,000 a year (or about 
$ 15 *2 million current U.S. dollars). There was a consi- 
derable amount of foreign capital invested in the country, 
the sum so invested having been estimated at at least 
Rs. 620,000,000. The dividend and interest payable on this 
foreign capital was estimated at Rs. 62,000,000 a year or about 
10 per cent. In addition to this, the remittances to Europe 
and expenditure in Europe of the Europeans in Ceylon were 
estimated at another Rs. 15,000,000 a year. All through the 
years 1931 to 1938, Ceylon had large favourable balances of 
trade ; but so heavy were the Island’s commitments abroad, 
that it ran a total unfavourable balance of payments amount- 
ing to Rs. 130 million during those seven years. This was 
met by the Island by large transfers of property from Cey- 
lonese to non-Ceylonese hands.^ 

Owing largely to the existence of these foreign invest- 
ments and geographical advantages, Ceylon’s foreign trade, 
like that of other colonial South-East Asian countries, is of 
a highly specialized nature : — 


1. The Ceylon Trade Journal, September 1946, Pp. 335-8 
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Percentage Distribution of Ceylon’s Foreign Trade 



Imports 


Domestic Exports 


1929 

1938 

1929 

1938 

Food, Drinks and 
Tobacco 

44-9 

45-1 

61-9 

70-5 

Raw Materials and 
Articles mainly 
unmaniifactured 

15-5 

14-3 

37-2 

28-8 

Articles wholly or 
mainly manufac- 
tured 

39*6 

39-7 

1-0 

0-6 

Total 

.. 100-0 

100-0 

100-0 

1000 


It will be seen from the above table that 99 per cent, of 
Ceylon’s exports were in food, drink and tobacco (tea mostly) 
and raw materials (rubber mainly) groups. On the import 
side, Ceylon is deficient in foodstuffs and must import rice. 
If rice is excluded, almost all the imports of Ceylon were of 
consumer goods. 

Exports.^ The main articles of exports from Ceylon in 
1939 were tea 62 per cent, (of Ihe total), rubber 22-3 per cent, 
and cocoanuts and cocoanut oU 9 per cent. The other articles, 
though of minor importance, were coir, and coir products, 
arecanuts, spices, etc. 

The bulk of Ceylon’s exports were consigned to the 
United Kingdom which, on the average of 1938 and 1939, 
absorbed about 52 per cent, of Ceyoln’s total exports in 1938, 
the share of the United States being about 16 -3 per cent. 

Ceylon’s export trade with Asian countries was of minor 
importance. About 6 per cent, of her exports went to India 
and consisted mostly of copra and cocoanut products, while 
those to other Asian countries were extremely small. 

Imports. The bulk of Ceylon’s imports consists of food- 
stuffs in which that Island is deficient. Nearly half of its 
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imports in 1938 consisted of rice, fish, sugar, animal foodstuffs, 
and milk products, etc. 

Next to foodstuffs, the other important articles of import 
were cotton and silk piecegoods 9 per cent, rubber and rubber 
tyres 2’5 per cent., coal 2 ’5 per cent and mineral oils (includ- 
ing petrol, kerosene, etc.) about 10 per cent. Ceylon also 
imported large quantities of chemicals, fertilizers, iron and 
steel products. 


BtniMA 

Burma has been a separate imit of the British Umpire 
having no political coimexion with India since April 1937. 
Burma’s area is about 261,000 square miles and population 
about 15 million. 

The following table shows the imports, exports and the 
balance of trade of Bixrma during 1937-8, 1938-9 and 1939-40 : 

Bunna’s Balance of Trade 
(Value in millions of dollars) 


Year 

Imports 

Exports 

Balance of trade 

1937-8 

.. 89 

189 

+100 

1938-9 

.. 75 

174 

+ 99 

1939-40 

81 

177 

+ 96 


Burma is essentially an agricultural country and vast 
areas are covered by forests. Burma is also rich m mineral 
wealth. Her export trade, therefore, largely consists of agri- 
cultural products (mostly rice) and other raw materials, such 
as teakwood, kerosene, paraffin wax, tin ore, wolfram ore, 
copper, lead and zinc. The import trade, on the other hand, 
is in manufactured goods like cotton textiles, metals, machi- 
nery, fud oil and chemicals and other related products. 
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The following table gives the percentage of composition 
of Burma’s foreign trade in 1938-9 : 


Imports 

1938-9 

Percent 

Exports 

1938-9 

Percent 

Food and tobacco 

17-6 

^Agriciiltural products .. 

49-9 

Textiles (Cotton and 


(mainly rice) 


Jute) 

31-4 

Teakwood and other 


Metals and madiinery . . 

18*9 

wood 

7-2 

Vegetable oilseeds and 


Mineral oils and paraffin 


oils 

4*0 

wax 

25-1 

Chemicals and Chemical 


Metals and Metal ores .. 

11-5 

products 

4-4 

Others 

6-3 

Others 

23-7 



Total 

100-0 

Total 

100-0 


Because of geographical reasons and her past political 
connexions with India, more than half of Burma’s external 
trade from 1937-8 to 1939-40 was with India. India imported 
mainly rice, mineral oils and teakwood which formed about 
88 per cent, of the total exports of Burma to India. 

On the import side, cotton and jute manufactures were 
the most important items and accounted for about 45 per cent, 
of the total imports into Burma from India. 

The following figures show the percentage share of the 
principal countries in Burma’s external trade in 1938-9 : 


Percentage distribution of Burma’s trade with principal 
countries— 1938-9 




Imports 

Percent 

Exports 

Percent 

India 

« 0 

^•9 

56-7 

VK. 


18*8 

13-2 

Japan 

.* 

6-8 

1-9 

Straits Settlements 

.. 

3-1 

5-9 

U.SA. 

•• 

3-6 

0-2 


As has been mentioned above, India was by far the best 
customer as well as the best supplier of Burma. Next to 
India, the U.K. was the second important country in Burma’s 


16 
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foreign trade. In 1938-9 India supplied 53-9 per cent, of the 
Burmese needs from abroad and the U.K. 18 ’8 per cent. Simi- 
larly on the export side India purchased 56-7 per cent, of the 
total exports from Burma and the U.K. 13-2 per cent. 

Bhitish Malaya 

The area of British Malaya (comprising Straits Settle- 
ments, Federated Malay States and non-Federated Malay 
States) is about 53,000 square miles with a population (in 
1938) of 5*3 millions. The entire economy of Malaya revolves 
mainly round the production and export of rubber and tin, 
and to a lesser extent round its agricultural products, of which 
the principal are copra, arecanuts, pineapples and palm oil 
and cocoanut od. The industries of Malaya are compara- 
tively undeveloped and apart from agriculture, m inin g is the 
main occupation of the people. British Malaya is the world’s 
leading producer of tin and has considerable deposits of coal, 
tungsten and gold. 

Being a large debtor country, Malaya has had to maintain 
a favourable balance of merchandise and the following figures 
give the value of her trade : 

Malaya’s Balamce of Trade 
(Millions of gold dollars) 



Imports 

Exports 

Balance 
of trade 

1921 

228 

197 

- 31 

1926 

598 

718 

+120 

1930 

405 

377 

- 28 

1932 

155 

149 

- 6 

1933 

139 

155 

+ 16 

1934 

166 

200 

+ 34 

1935 

163 

198 

+ 35 

1936 

177 

200 

+ 23 

1937 

239 

310 

+ n 

1938 

188 

196 

+ 8 

1939 

192 

229 

+ 37 
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Composition of Trade in 1938 

The following figures give the percentage composition of 
Malaya’s import and export trade by main groups of commo- 
dities in 1938 : 




Imports for 
consumption 

Exports of 
domestic 
produce 

I. 

Animals, Food, Drink, 
Tobacco 

30-2 

1-3 

n. 

Raw Materials, mainly 
unmanufactured 

22*5 

53-4 

in. 

Manufactured mainly 
articles 

47-3 

34-8 

IV. 

Other articles 

— 

10-5 


Total 

.. 100-0 

100-0 


The main exports of Malaya in 1938 were rubber about 
46 per cent, of the total, tin about 17 per cent,, motor spirit 
about 6 per cent, and Kerosene, liquid fuel, pepper, spices, etc. 

The main articles of import, on the other hand, were 
manufactured rubber articles, rice, motor spirit, machinery, 
and such other consumption goods. 

The following figures of the percentage distribution of 
imports and exports of various countries in Malaya’s trade 
show the importance of the U.K. in Malaya’s import trade : 


Percentage distribution of Malaya’s Trade with Principal 
Countries during 1938-9 




Imports for 
consumption 

Exports of 
domestic 
produce 

U.K. 

• • 

18-7 

14-2 

U.SA.. 

. . 

3-1 

30-0 

India and Burma 

. , 

7-5 

4-3 

Japan 


2-3 

9*5 

Netherlands Indies 

, , 

27-0 

6*5 

Siam 

•• 

15-7 

2*8 


The chief imports from the U.K. consisted of cotton 
textiles, machinery, electrical appliances, etc., and the share 
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of the U.K. in total imports in 193B came upto 19 per cent. 
The U.K. had severe competition from Japan in respect of 
cotton piecegoods and also to a smaller extent from India. 
The Icirge imports from Netherlands Indies and Siam con- 
sisted largely of rice. 

On the export side, the U.S.A. was the chief purchaser 
of Malaya’s goods, consisting largely of tin and rubber. 

French Indo-China 

Comprising the Colony of Cochin-China and the protec- 
torates of Cambodia, Annam, Tonkin and Laos, the area of 
French Indo-China is about 285,000 square nules and the 
population (in 1936) was estimated at 23 million. 

The main articles of produce of the country are rice and 
tin. The country is also rich in forest products. The manu- 
facturing industries chiefly consist of those for the prepara- 
tion of rice and the manufacture, chiefly for local consump- 
tion, of cement, cotton and silk goods, glass, vegetable oils, 
leather, matches, etc. 

Like other Asian coimtries, French Indo-China had con- 
siderable foreign investments from abroad and had to main- 
tain a favourable balance of trade : 

Indo-China’s Balance of Trade 



Millions of gold dollars 

Imports 

Exports 

Balance 
of Trade 

1921 

60 

98 

4-36 

1928 

102 

115 

+13 

1932 

38 

40 

4- 2 

1933 

36 

40 

+ 4 

mi 

36 

41 

+ 5 

1935 

36 

51 

+15 

1936 

35 

60 

+2S 

1937 

37 

60 

+23 

1938 

33 

48 

+15 

1939 

36 

53 

+17 
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Composition of Trade. It has already been mentioned in 
the last chapter that the economy of French Lado-China is 
deeply wedded to that of its ‘ mother country ’ of France. The 
following figures, while emphasizing this point, also bring out 
the smallness of French Indo-China’s trade with other Euro- 
pean countries and with America : — 


Percentage Distribution of Indo-China’s Trade 
•with Principal Countries in 1938 




Imports 

Exports 

U.SA. 


5-0 

9-0 

France 


52*3 

. 48-6 

Germany 


0-9 

1-4 

Hong Kong 


7-4 

9‘9 

Japan 


2-9 

3*2 

Netherlands Indies 


4-3 

1-0 

French Colonies 

•• 

3-4 

5*9 


Rice had always been the main article of export from 
French Ihdo-China before World War II, its share in total 
exports varying from 36 to 40 per cent. In addition it also 
exported a great deal of com and fiish which accounted for 
about 22 per cent, of total exports in 1938. The third mos t 
important article of export was rubber which accounted for 
about 20 per cent, of the total exports that year. The other 
articles of export were lacquer and lacquer goods, tin and 
tin ore, tui^sten, coal, etc. 

On the import side, the bulk of the imports of French 
hido-China consists of the cheaper varieties of consumer 
goods. Cotton and silk textiles and piecegoods accoimted for 
25 per cent, of the total imports in 1938, miscellaneous articles 
of food (especially wines and wheat) accoxmted for another 
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10 per cent., petrol and liquid 5 per cent., metals and machi- 
nery 6 per cent., and fertilizers, chemicals, etc., about 6 per 
cent. 


Netherlands East Indies 

The Netherlands East Indies which comprises Java, 
Madoera, Sumatra, Dutch Borneo, Celebes and the rest of 
the archipelago has an area of 734,000 square miles and a 
population (1934) of about 65 millions. 

The manufacturing industry of the Netherlands East Indies 
consists largely of the processing of local agricultural and 
mineral products for export, as also a few industries manu- 
facturing cheaper varieties of consumer goods. 

The following are the values of the foreign trade of 
the Netherlands East Indies : 


Nethei lands East Indies Balance of Trade 
(Values in millioiis of gold dollars) 



Imports 

Exports 

Balance 
of Trade 

1921 

362-7 

400-0 

4- 37-3 

1928 

381-2 

632-5 

+251-3 

1932 

148-2 

216-3 

+ 68 1 

1933 

127-9 

187-2 

+ 59-3 

1934 

115-0 

195-3 

+ 80-3 

1935 

110-0 

178-4 

+ 68-4 

1936 

107-4 

203-1 

+ 95-7 

1937 

159-5 

308-8 

+149-3 

1938 

155-5 

213-0 

+ 57-5 

1939 

148-0 

234*3 

+ 85-4 
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The percentage distribution of the import and export 
trade of the Netherlands East Indies in 1937-8 was as follows : 


Percentage Distribution of Netherlands East Indies Trade 
with Principal Countries in 1937-8 



Imports 

Exports 

USA 

5-1 

0*7 

Germany 

6-3 

1*6 

XJK 

12-1 

1*6 

Hong Kong 

7*4 

12*2 

Japan 

19*9 

3*6 

Netherlands Indies 

5*1 

0*8 

Singapore 

16*1 

30-1 

Penang 

10*6 

28*2 

AH other countries 

17*4 

21-2 

Total . . 

100-0 

100-0 


The import trade of Netherlands East Indies is mainly 
composed of the cheaper varieties of consumer goods. The 
most important items of imports in 1937-8 were cotton piece- 
goods (about 25 per cent, of total imports) imported largely 
from Japan, but to a smaller extent also from Holland and 
Great Britain. The other articles of import were liquid fuel, 
hardware products, chemicals, books and drugs. Vehicles 
also were important and accoimted for about 5 per cent. o£ 
total imports and machinery for about 10 per cent. 

Apart from articles of food (spices, tea, sugar and 
tobacco), the most important articles of export were rubber 
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(about 30 per cent, of total exports) tin and tin ore, crude 
petroleum products and miscellaneous oilseeds. 


Siam 

The area of Siam is about 198,000 sq, miles with a popu- 
lation (in 1937) of about 14*5 million. 

Rice is the corner-stone of Siam’s economy although it 
is also a large exporting coxmtry for rubber and tin. Apart 
from rice cultivation, mining is the main occupation of the 
people and such industries as existed before World War II 
were mainly engaged in processing or refining and in pro- 
ducing cheaper qualities of bazaar goods. 

Like other Asian countries, Siam had also considerable 
debt obligations abroad and had to maintain a large export 
surplus abroad. The following table shows the value of its 
import and export trade : 

Siam’s Balance of Trade 
(millions of gold dollars) 



Imports 

Exports 

Balance 
of Trade 

19a 

81 

32 

-^29 

1928 

82 

109 

+27 

1932 

28 

40 

+12 

1933 

27 

38 

+11 

1934 

• 27 

43 

+16 

1935 

29 

39 

+10 

1936 

29 

47 

+18 

1937 

30 

44 

+14 

1938 

33 

45 

+12 
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The following table shows the percentage distribution of 
Siam’s trade in 1938-9 with the various countries : 


Percentage distribution of Siam’s Trade with Principal 
Countries in 1938-9 



Imports 

Exports 

USA 

5-1 

0*7 

Germany 

6-3 

1-6 

UK 

12-1 

1-6 

Hong Kong 

7*4 

12*2 

Japan 

19-9 

3*6 

Netherlands Indies 

5-0 

0*8 

Singapore 

16-1 

30*1 

Penang 

. 10-6 

35*1 


Exports. Rice is the main article of export from Siam 
which had, before World War II, generally an exportable 
surplus of about 2,000,000 tons. The value of rice exports 
was generally over half of the value of the total exports and 
these exports were consigned largely to the Asian countries 
of Malaya, Hong Kong, Penang and to a smaller extent to 
India and Ceylon. This fact explains the large proportion of 
Siam’s exports to Asian countries. 

The next in importance to rice among Siam’s exports 
were tin and tin ore (about 25 per cent, of total) and rubber 
(about 15-20 per cent, of the total). 

Imports, On the import side, the bulk of Siam’s imports 
during pre-war years consisted of consumer goods. The chief 
among them were cotton textiles 18 per cent, of total imports, 
sugar 11 per cent., cotton year 3 per cent, pepper and pepper 
manufactures 3 per cent, and articles of food about 4 per cent. 

The imports of kerosene, petrol, etc., in 1937-8 amounted 
to 10 per cent, of the total, iron and steel manufactures about 
10 per cent., machinery and tools about 7 per cent, and 
vehicles about 3 per cent. 

While the bulk of cotton piecegoods and cheaper varieties 
of consumer goods came from Japan, better qualities of con- 
sumer goods as also machinery, vehicles, etc., came from the 
U.K., Germany and the U.S.A, 

17 
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Iraq 

Iraq’s total area is about 116,000 sq. miles and the 
population (1931) about 4*5 millions, Iraq is one of the 
important oil producers in the world. Export of petroleum 
from Iraq began in 1934 on the completion of the Haifa-Tripoli 
pipeline, and within a few years it reached 4,000,000 tons — 
the pipeline’s maximum capacity. In 1939, a project for 
increasing its capacity by 50 per cent was under considera- 
tion. Two other companies, the Mosul Oilfields Company 
and the Basra Development Company, associates of the Iraq 
Petroleum Company, had secured concessions for such areas 
of the country as were not covered by existing concessions. 
Exploratory drilling only had been done when war broke out. 
One Company, the Khaniquin Oil Company, a subsidiary of 
the Anglo-Iranian Oil Company, produces and refines oil for 
consumption in Iraq alone. * 

Iraq’s pre-war external trade was characterized by large 
adverse trade balances. The following table brings this out 
for the three years 1937, 1938 and 1939 : 


Iraq’s Balance of Trade 
(In thousand sterling pounds) 


Year 


Imports 

Exports 

Balance of trade 

1937 


9,565 

5,785 

-3,780 

1938 

. . 

9361 

3,689 

-5,672 

1939 

.. 

8,156 

3,759 

.. -4,397 


Inasmuch as these export figures exclude oil products 
and the import figures probably include capital goods imported 
by foreign companies working concessions in Iraq, the above 
figures exaggerate the adverse trade balance; but even after 
we make due adjustments for these items, the nature of the 
balances does not alter.^ Unfortunately it was not possible 
to take into consideration the value of oil in Iraq’s export 


2. Review of Commercial condiUom in Iraq, February 1945, pub- 
lished for the Department of Overseas Trade by H.M’s Stationery Office. 
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trade, as oil was exported by concessionaire companies and 
its value was not received in Iraq. The following figures of 
percentage composition of Iraq’s export trade in 1938 do not, 
therefore, take into account the exports of petroleum : 


1938 

Per cent 


Grain, pulses and flour (mainly barley) .. 32*4 

Dates .. 24*3 

Wool, law .. 11*9 

Cotton, raw .. 6*0 

Live animals .. 5*1 

Hides and Skins .. 5*1 

Casings .. 3*0 

Others .. 12*2 


Total (excluding mineral oils) .. 100*0 


The main changes in export trends in pre-war years were 
the steady expansion of shipments to the U.S.A. mostly of 
wool and dates, and the sudden growth of exports of cotton 
and cereals to Japan in the years immediately before the war. 

The U.K. was Iraq’s principal customer, taking about 
25 per cent, of total exports; the U.S.A. came next taking 
roughly 19 per cent., and India third, taking about 10 per cent. 

The table below gives percentage composition of Iraq’s 
import trade : 

1938 

Per cent 

Piecegoods (cotton, wool, silk and art silk) and 


clothing . . 20*2 

Iron and steel .. 11*7 

Machinery . . 21-3 

Tea and sugar .. 9*6 

Others .. 37*2 


Total . . 100*0 


In view of Iraq’s predominantly agricultural character and 
simple needs, textiles, of which 80 per cent, were cotton, were 
the most important group on the imports side. The U.K. had 
been in 1938 the principal supplier of Iraq, followed by Japan 
and the U.S.A, 
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The following table gives the percentage share of principal 
countries in Iraq’s foreign trade in 1938 : 


Percentage distribution of Iraq’s trade with 
Principal countries in 1938 




Imports 

Exports 

U.K. 

.. 

29*8 

24-3 

Japan 

. . 

14*9 

10*8 

U.S.A, 

« . 

8*5 

16*2 

Germany 

. . 

7*4 

4*4 

India and Ceylon 

. . 

6*9 

8*1 

Persia 

•• 

4*2 

3*5 


The United Kingdom supplies most of the total require- 
ments of Iraq in iron and steel manufactures, boilers, machi- 
nery, mechanical apparatus, aircrafts and water crafts and 
lubricating oils. Japan supplied more than 50 per cent, of the 
textile (cotton, wool and silk) requirements. However, it is 
interesting to observe here that while Japan shipped to Iraq 
about 77 per cent, of Iraq’s imports of cotton piecegoods and 
4 per cent, of the imports of cotton twist and yarn, India 
supplied about 77 per cent, of total imports into Iraq of cotton 
twist and yarn and about 6 per cent, of the cotton piecegoods. 
India also supplied about a third of Iraq’s imports of soap. 

Persia 

The greater part of Persia is a vast tableland, averaging 
about 3,000 to 5,000 feet in height, which is surrounded on 
all sides, except the east, by mountains. Persia’s area is 
about 628,000 sq. miles and population about 15 millions. 

Persia’s official statistics are kept in two parts, the one 
relating to so-called ‘commercial’ imports and exports, the 
other to ‘ non-commercial ’ imports and exports. Statistics of 
‘ commercial ’ imports do not include the values of those goods 
which are imported free of duty, viz., materials, etc., imported 
by the Anglo-Iranian Oil Company, the Societe Mahie Iran, 
Government Departments, banks, etc. Similarly in the case 
of Persia’s ‘ commercial ’ exports, the statistics do not include 
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the values of oil exported to various countries by the Anglo- 
Iranian Oil Company or of fish exported to USSR by the 
Societe Mahie Iran. 

The justification for excluding the values and quantities 
of imports and exports of the Anglo -Iranian Oil Company — 
and similar considerations presumably apply in the case of 
the Societe Mahie Iran — ^lies in the fact that the Company 
pays the Persian Government an annual lump sum as a con- 
dition of its concession and the Company’s imports required 
for the efficient operation of the concession as well as the 
exports of oil products affect primarily the finances of the 
Company and only indirectly the finances of the Iranian 
Government.^ 

The following table shows Persia’s ‘commercial’ and 
‘non-commercial’ imports and exports and balances of trade 
during 1936-7, 1937-8 and 1938-9 : 

Persia’s Balance of Trade 
(Values in thousand sterling pounds) 



22 June 
1936 to 

21 June 
1937 

22 Jime 
1937 to 
21 June 
1938 

22 June 

1938 to 

21 March 

1939* 

* Commercial ’ imports 

10,757 

12,050 

6,983 

* Commercial ’ exports 

8,412 

8,337 

5,763 

‘Commercial’ balance 

of trade 

-2,345 

-3,713 

-1,220 

‘Non-Commercial’ imports .. 

2,573 

5,278 

7,750 

‘Non-Commercial’ exports . 

19,497 

23,462 

16,293 

‘Non-Commercial’ balance 

of trade 

+16^24 

+18,184 

+8,543 

*9 months 

Total balance of trade 

+14,579 

+14,471 

+7,323 


4. For further details see Review of Commercial Conditions in 
Persia, April 1945, published for the Department of Overseas Trade 
by Stationery Office, London. 
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Whilst oil is her principal product and her largest export, 
Persia is essentially an agricultural country. With the excep- 
tion of tea and sugar, Persia is self-supporting in essential 
foodstuffs. The principal concession, originally granted in 
1901, is held by the Anglo-Iranian Oil Company Ltd. which is 
an important United Kingdom concern. The value of oil 
exported by the Company in the year June 1937 — June 1938 
was over £ 23 millions representing about threefourths of 
Persia’s total exports. Persian carpets stand second to oil 
only on the export trade of the country, followed closely by 
raw cotton and raw wool. 

The following tables give the percentage composition of 
Persia’s import and export trade during the period from 
22 June 1937 to 21 June 1938 : 


ImporIsS 
Per cent 

Cotton piecegoods .. 18*8 

Metals and metal good.> .. 19*1 

Machinery, vehicles loco- 
motives, wagons and 
carriages and parts and 
tubes and tyres .. 19*9 

Tea and Sugar .. 16 ‘8 

Others . . 25-3 


Total . . 100-0 


Export® 
Per cent 


Mineral oils (exports of 
Anglo-Iranian Oil 


Company) 

.. 73-3 

V/ooUen carpets 

., 41 

Eaw Cotton 

.. 3-5 

Raw wool 

.. 2*6 

Others 

.. 16-5 

Total 

.. 100-0 


Persia is largely self-supporting in foodstuffs and her 
import trade is composed mainly of manufactured articles. 
Her exports, on the other hand, are almost entirely in raw 
materials. The above figures show that on the import side 
75 per cent, of her trade is divided more or less evenly among 
cotton piecegoods, machinery, vehicles, locomotives etc., and 
tea and sugar. On the export side, oil exports represent 
about 75 per cent, of her trade. Of the rest, about one- 
fourth is represented by raw cotton and raw wool. 


5. Excludes imports entered duty-free into Persia. 

6. Includes exports of Anglo-Iranian Oil Company and Mahie Iran. 
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The following figures show the percentage share of some 
important countries in Persia’s foreign trade during 1937-8 ; 


Commercial 

only 

Commercial 

only 

All exports 
including those 
of Anglo-Iranian 
Oil Co., and 
‘Mahie Iran’ 

Imports 

Exports 

Exports 


U.K. 

.. 8-2 

6‘2 

28*1 

U.SA. 

.. 8*6 

8*2 

2*2 

Germany 

.. 25*5 

29*6 

8*5 

U.S.S.R. 

.. 32*5 

35*0 

9-7 

India 

.. 7*6 

4*7 

8-7 

South Africa 

— 

— 

8*1 

Egypt 

.. — 

0*5 

6*3 

Aden 

. . — 


5*4 

Italy 


— 

3*7 

Ceylon 

.. — 

1*7 

3*4 

Others 

.. 17*6 

14*1 

17-9 

Total 

.. 100*0 

100-1 

100-1 


The above table shows that if ‘ non-commercial ’ exports — 
which are made up entirely of oil — ^are excluded, Russia and 
Germany share between them more than half of the 
‘ Commercial ’ eii^jorts, the shares of the U.S.A., the U.K. and 
India in ‘commercial’ export being of comparatively minor 
importance. If, however, we take into consideration the value 
of oil exports also, Persia’s export trade becomes more widely 
distributed among other countries of the world. Among the 
Asian purchasers of Persia’s goods, India stands first, buying 
mineral oils, woollen carpets, almonds and raisins. 

China 

The territory of the Republic of China, which includes 
Sinkiang (Chinese Turkistan) , Mongolia, Tibet and Man- 
churia, has an area of about 4 • 5 milhon sq. miles and a popula- 
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lion of about 470 millions. About 74 per cent, of the total 
population is agricultural. Most of the cultivated land is used 
for food production, the principal non-food crops being cotton 
and tobacco. 

China is prominent in the world production of antimony, 
tin, tungsten and manganese ores and produces also coal, crude 
oil, mercury, etc. ^ 

The Chinese trade statistics relate only to trade under the 
control of the Maritime Customs, namely, goods carried in 
vessels of foreign type or other vessels especially licensed for 
foreign trade by the Maritime Customs and goods passing 
through a few inland custom houses. The trade of Hong Kong 
is not included, but trade of the mainland of China with Hong 
Kong is included. Manchurian trade has not been included 
in the Chinese Maritime Customs Returns since June 1932. 
Subject to these qualifications, the following table shows 
China’s imports and exports in merchandise and the balance 
of trade for 1935, 1936 and 1937.7 

China's Balance of Trade 


(Values in thousand Standard Dollars) 


Years 

Imports 

Exports 

Balance of 
Trade 

1935 

.. 919,211 

576,298 

-342,913 

1936 

.. 941,545 

706,791 

-234,754 

1937 

.. 953,386 

838,256 

-115,130 


China is an industrially undeveloped country, about 
three-fourths of her population depending entirely on agricul- 
ture. While the important items in her import trade are food 
and tobacco and manufactured articles like textiles (cotton 
and wool) and machinery and iron and steel manufactures, 
those prominent on the export side are mostly raw materials, 
e.g., food and tobacco oilseeds (mostly soyabeans) and hides 
and skms and bristles and feathers. Chma has a large cottage 


7. iThternaUoml Trade StaUsUcs, League of Nations, 1937. 
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industry in silk and embroidery and, therefore, she exports 
also silk piecegoods, silk and other embroidery. 

The following table gives the percentage composition of 
China’s export and import trade (including Manchuria) by 
main groups of articles in 1936:® 



Net Imports in 1936 



Net Exports in 1936 


Percentage 

i-f > to 

total 
Imports 


Percentage 

toL 

Exports 

1. 

Food and tobacco 

13-1 

1. 

Pood and tobacco 

.. 17-7 

2. 

Textiles (cotton and 


2. 

Tea 

.. 2-5 


wool) 

18-7 




3. 

Paper and manufactures 


3. 

Textiles— mainly silk 



newsprint and old 



piecegoods and silk 


newspapers, etc. 

5*0 


and other embroidery 





and cotton raw and 





waste and silk raw 





and waste 

.. 13-3 

4. 

Machinery of all kinds, 


4 

Hides and skins 



locomotives, railway 



bristles and 



wagons and iron and 



feathers, etc. 

.. 6-6 


steel heavy manu- 






factures and brass 






and copper 

23-9 




5. 

Coal, mineral oR, etc. . . 

7-5 

5. 

Oilseeds— mainly 






soyabeans 

. , 19-7 

6. 

Chemicals, paints and 


6. 

Oils — mainly 



pigments and 



Tung wood oil 

.. 11-8 


varnishes 

6*5 




7. 

Wood and Timber 

2-7 

7. 

Metals and 






metal ores 

.. 5-5 

8. 

Others 

231 

Others 

.. 22-9 


Total 

100-0 


Total 

100-0 


8. Compiled from The Foreign Commerce Year-^Book, U.S. Depart- 
ment of Commerce, Bureau of Foreign and Domestic Commerce, 1939, 
Pp. 244-9. 

xa 
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The above figui’es show thac machinery and iron and steel 
manufactures formed the largest item among Chinese imports, 
accounting for about one-fourth of her total imports, followed 
by textiles and food and tobacco each coveiing 18 • 7 per cent, 
and 13 -7 per cent, respectively of her total import trade. 
Looking at her export trade, on the other hand, we find that 
oilseeds (mainly soyabeans) stood first and accounted for 
19*7 per cent, of China’s total exports. Food and tobacco 
followed closely and formed 17-7 per cent, of her total export 
trade. Textiles (mainly silk piecegoods and silk and other 
embroidery), covering about 13*3 per cent, of the export trade 
came third and oil (mostly tung oil) came next with 11 ’8 per 
cent. 

The following figures show the percentage share of prin- 
cipal countries in China’s export and import trade in 1936 : ® 



China 

proper 

China and Manchuria 

Percentage 
of total 
imports 

Percentage 
of total 
exports 

Percentage 
of total 
imports 

Percentage 
of total 
exports 

U.SA. 

.. 19-6 

26*5 

13*3 

17*4 

Germany 

.. 15*9 

5*5 

10*4 

7*5 

United Kingdom 

.. 11-7 

9*2 

7*5 

7*8 

India and Burma 

.. 2*G 

2*6 

3*3 

1*8 

Hong Kongi<^ 

.. 1-9 

15*1 

1*4 

9*9 

Japan 

16-3 

14*5 

42-511 

28*511 

Chosen 

.. 0-3 

1*4 

1*9 

4*9 


The above figures show that if we consider China and 
Manchuria together, Japan was the principal supplier as well 


9. Compiled h:om The Foreign Commerce Year-Book, U.S. Depart- 
ment ot Commerce, Bureau Foreign and Domestic Commerce, 1939, 
Pp. 244-9. 

10. Transit port only. 

11. laduding Formosa. 
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as the principal customer of China, the U.S.A. being second 
and Germany and the U.K. third and fourth. However, when 
we consider Ciiina proper, it was Lhe U.S.A. which assumed 
the role of the principal supplier and customer of China, Japan 
being relegated to the second position. The U.S.A. purchased 
tungoii, silk and embroidery, bristles and sheep’s wool from 
China and supplied to her iion and steel manufactures, 
machinery, mineral oils and tobacco-leaf. 

Japan 

Being a country, small in area and scanty in raw 
materials^- u was but logical that Japan should have turned 
to foreign trade as a means of industrial expansion. Thi*ough- 
out the past seventy years or so, Japan’s foreign trade expanded 
by leaps and bounds as the following figures show : 


Value of Foreign Trade 
(Millions of yen) 



Eijqports 

Imports 

Total 

1890 

70 

74 

144 

1900 

.. 255 

283 

538 

1910 

.. 549 

623 

1,172 

1920 

.. 1,804 

1,693 

3,497 

1930 

.. 1,519 

1,680 

3,199 

1937 

.. 3,319 

3,955 

6,274 


But the foreign trade of Japan has been characterized by 
an adverse balance of trade throughout most of its recent 
economic history. Since the beginning of this century, the 
balance has been in Japan^s favour for only seven years, of 
which four years were accounted for by the post-war boom 
after World War With the foreign capital markets virtu- 
ally closed to her, Japan had to rely on the income secured 


12. See earlier Chapter n. 

13, Japan and Manchukm Year-’Book, p. 458. 
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from exports of goods and services in order to pay for the 
essential raw materials in which, as mentioned earlier, she is 
so greatly deficient. The fact that her income from foreign 
exports during the nmeteen-thirdes was not suflicient to cover 
all her foreign purchases led her to resort to stringent foreign 
exchange controls. The Japanese pre-World War II system of 
exchange control thus established a ' yen bloc ’ of countries 
which was so segregated from the rest of the world as to 
provide an ahnost monopolized market for Japanese pro* 
ducers. Japanese military conquests during the nineteen- 
thirties resulted in a steady-expansion of this area and Japan’s 
trade by 1938 was largely carried on with either the ‘yen 
bloc ’ countries or with the neighbouring Asian countries, the 
trade with ‘ non-yen bloc ’ Asian countries being more profit- 
able than with more distant countries, owing to Japan’s ex- 
panding merchant marine. The following table brings out 
the adverse balance of trade of Japan in merchandise : 


Japan’s Balance of Trade 
(Values in millions of gold dollars) 



Imports 

Exports 

Balance of 
Trade 

1901 

.. 168 

141 

- 27 

1920 

.. 1,177 

981 

-196 

1928 

.. 1,019 

915 

-104 

1932 

.. 402 

396 

- 6 

1933 

386 

374 

- 12 

1934 

.. 404 

385 

- 19 

1935 

421 

428 

+ 5 

1936 

.. 474 

461 

- 13 

1937 

.. 643 

540 

-103 

1938 

.. 448 

452 

+ 4 

1939 

.. 542 

541 

- 1 





COMPOSITION OF THE TRADE 


141 


It must be noted, however, that Japan had the third largest 
merchant marine of the world and her income from shipping 
services was considerable. She had also a large network of 
commercial services abroad which brought her considerable 
net income.^^ 

The following table giving distribution of Japans trade 
with other countries, which gives greater details than the 
similar table in Chapter II, shows how divorced Japanese 
pre-war trade system had been from the U.K. and Europe 
and how deeply wedded it was lo the ‘ yen bloc ’ and other 
Asian countries : 


Percentage Distribution of Japan’s Trade with 
Principal Countries in 1938 




Imports 

E^^orts 

U.S.A. 


34-415 

16-215 

Germany and 
Australia 


5*4 

1-2 

U.K. 


0*8 

5*0 

Europe, other 


4-4 

3*5 

China 


21*3 

23*4 

India 


6*8 

7*0 

Asia, other 


29-8 

31*5 

Australia 

- 

2*6 

2*6 


14, See Chapter IV, Pp. 102-5.5 

15. The trade with the U.SA. consisted largely of raw cotton on 
the import side and raw silp on the export side, if these items are 
excluded, the trade even with the U.S.A. was very small. 
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Another characteristic of Japan’s trade, which she shared 
with India, was the gradual transformation of that coimtry 
from the position of an exporter of raw materials to that of 
an exporter of finished products, with the reverse trend as 
regards her position as an impoi’ter. In 1937, Japan’s exports 
of finished products accounted for 61 per cent, of her total 
exports, whereas in 1913 they were only 29 per cent, of the 
total. On the side of imports, on the other hand, raw materials 
and semi-processed commodities claimed 82 per cent, of her 
total imports in 1937 whereas their share in 1913 was 66 per 
cent. The following table shows the changes in the composi- 
tion of the trade of Japan (Proper) in recent years ; 


Peicentage of 
Exports 


Percentage of 
Imports 




1S29 

1937 

1929 

19^37 

I 

Pood and Drink 

7*6 

7*9 

12*2 

6*6 

n. 

Raw Materials 

4*3 

4*2 

55*2 

52*8 

m. 

Semi-processed goods 

. 42*t 

26*016 

16*5 

29*0 

IV. 

Finished goods 

44*5 

60*6 

15*6 

11*1 

V. 

Miscellaneous 

1*5 

1*3 

0*5 

0*5 


Total 

. 100-0 

100*0 

100*0 

100*0 


Imports. The key to Japan^s import trade lay in the fact 
that a large industrialized and exporting country, Japan 
was deficient in raw materials and had also an adverse balance 
of trade. She had, therefore, to restrict her imports as much 
as possible and to restrict her purchases from Asian countries 
as far as possible. 


16. Over 13 per cent of which was raw sHk. 
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The following table gives a brief picture of Japan’s import 
t^-ade in 1937 : 


Percentage of total 



Imports 

Food, Drink and Tobacco 

Wheat, Beans and Peas 

.. 4-2 


Total for group 

.. 6-7 


Raw Materials 

Crude mineral oils 

.. G-1 

(in 19S6) 

Crude India rubber 

.. 2-6 


Raw Cotton 

.. 22*5 


Raw Wool, Hemp, and other fibres 

.. 9-0 


Total jor all Crude Raw Materials 

.* 52-7 


Hides, Skins and Leather 

.. 1*4 


Pulp for paper making 

.. 31 


Pig Iron, Rail Plate, and other iron 

.. 6*9 

(in 1936) 

Other Metals and Ores 

.. 4-0 

(in 1936) 

All Processed Raw Materials for further 

manufacture 

.. 27-7 


Total Group II 

.. 80-4 


Articles Wholly Manufactured 

Metal and Woodmaking Machinery 

.. U-l 


Total for Group HI 

.. 12-9 



Food, Drink and Tobacco (6*7 per cent.). Contrary to 
general belief, Japan was fairly self-sufficient in food supply. 
This was achieved by policies of agricultural expansion and 
strict control over the prices and movements of food even 
during the pre-World War n period. Food and Drink, there- 
fore, accounted for only 7 per cent, of the total imports in 
1937 and the main imported articles were wheat and beans 
and peas. 


Raw materials and sem,imianufactured articles (80-4 per 
cent .) . For her expanding industries and export trade, Japan 
had to import large quantities of raw materials which accoun- 
ted for 80*4 per cent, of total imports in 1937. 
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Raw cotton was the most important aii:icle of import in 
this group and accounted for 22*5 of the total in 1937. Nearly 
half of these imports came from India, the other half coming 
from the U.S.A. and Egypt. Japan also imported considerable 
quantities of raw wool, mostly from Australia. 

Japan was also deficient in mineral oils and their imports 
in 1936 accoimted for nearly 15 per cent, of the total. Bulk 
of the mineral oil in processed and finished form came from 
the U.S.A. while crude oil accounting for 6 per cent, of total 
imports came from neighbouring Asian countries. 

Metals and ores of all kind played an important part in 
the imports of Japan. Pig iron, rail plate and other iron and 
steel products accounted for nearly 7 per cent, of total imports. 
The other imported metals and ores were tin, zinc, lead, alu- 
minium, etc. Coal was also imported on a fairly large scale. 
As in the case of mineral oils, most of the finished products 
came from the U.S.A. and to a smaller extent from Germany 
and Australia, while the crude ores or unmanufactured metals 
came from Asian countries. 

Articles wholly manufactured (12*9 per cent.). Imports 
of machinery^ mostly from the U.S.A. and Germany accounted 
for nearly 11 per cent, of total imports in 1937. The other 
imports, though relatively of much less importance, were of 
vehicles, vegetable oils, rubber manufactures, etc. 

Exports. The following figures show the main exports 
from Japan in 1937 : 


Percentage of total 

I. Food, Drink and Tobacco 

Wheat flour • • 

Tea . 0-7 

Group Total ‘ 


II. Raw Materials 

Mostly wood, certain kinds of coal, waste silk, etc. 


Group Total 


4-2 
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III. Manufactures for further use in manufacturmg 


Vegetable fatty oils 

.. 0*8 

Raw Silk 

.. 13-0 

Cotton yarn 

.. 1*8 

Artificial silk 

.. 1*4 

Gioup Total 

.. 2S-0 

Articles wholly manufactured 

Silk tissues 

.. 2*3 

Aitilicial silk tissues 

.. 5*0 

Cotton tissues 

.. 18*3 

Woollen tissues 

.. 1*6 

Knitted tissues 

.. 1*9 

Hats, Cape and Bonnets 

.. 0*8 

Paper 

.. 1*2 

Glass and glass manufactures 

.. 1*1 

Iron and Steel ware 

.. 1*7 

Potteries 

.. 1*7 

Medianes, Drugs etc. 

.. 3*5 

Toys 

.. 1*3 

Group Total 

.. 60-7 


Food^ Drink and Tobacco (9-5 per cent.). Japan had 
what may be called a luxury export trade in articles of food. 
Most of the articles, exported were processed foodstuffs, such 
as biscuits, refined sugars, fruit preserves, picMes, etc. This 
trade was fairly wide-spread, but the major share of it went 
to the U.S.A., the U.K. and other industrialized countries 
with high standards of living. 

Cotton Tissue (18-3 per cent) formed one of the most 
important articles of export from Japan, being 18*3 per cent, 
of the total. Her trade in cotton tissues was world-wide, but 
was especially big in countries with a low standard of living 
where coarse but cheap cloth was in demand. India was the 
largest single purchaser absorbing about 14 per cent, of 
Japan’s total exports of cotton tissues, while Netherlands East 
Indies and Manchukuo absorbed about 13 per cent, each. The 
other large purchasers were the countries of Asia, Africa and 
the Middle East. 


19 



146 


Asia’s thajdi, 


Artificiai Silk 2 issues (5'0 per cent.), iviosc ot the arti- 
ficial silk tissues were absorbed by countries wiih compara- 
tively low standards of living. The most important purchasers 
of Japanese silk tissues were, however, India, Chma and 
Netherlands East Indies. 

Other tissues (5 *8 per cent.). In addition to cotton and 
silk tissues, Japan had a considerable export trade in other 
tissues which accoimted for 5-8 per cent, of the total exports 
in 1937. The main markets for these were agam India, Chma, 
Netherlands East Indies and the other countries oi Asia, Africa 
and the Middle East. 

Raw Silk (13 per cent.). The one main article wmch 
Japan exported m an unfinished form of raw silk. Over 
80 per cent of the total exports were to the U. S. A. m 1936 
and 1937, the other impoitant purchasers being Great Britain 
and France. The share of Asian or African countries in this 
rather expensive and luxury article was vexy small indeed. 

Miscellaneous Articles (49 per cent.). The above mam 
articles accounted only for 51 per cent, of Japan’s total expon. 
The remaining exports were of a large number oi the cheaper 
varieties of consumer goods with the best markets in the 
poorer countries of Asia and Africa. For example Japan 
exported a large quantity of hats and caps, her exports being 
mostly to Asian countries. About 2 per cent, of her exports 
were of ■potteries and another 1-3 per cent, in toys m which 
Japan had developed good mdustries. The more expensive 
qualities went to the XJ. S. A. but the cheaper varieties were 
all absorbed by Asian countries. Most of hardware products 
went to China, Manchukuo and other Asian countries. Of 
the other miscellaneous articles of export were umhreUas and 
parasols, cheap kerosene lanterns, glass and glassware, but- 
tons, hat-making materials, cheaper qualities of brassware, 
tin utendls, etc. 





CHAPTER VI 


THE FUTURE OF ASIA’S TRADE 

The pie-war structure of the forejgn trade of Asia and 
the Asian countries has now been analysed in some detail and 
that analytois has shown many signs of backwardness. The 
total volume of Asia’s foreign trade, as compared with the 
total volume of world trade, has always been small and its 
per capita value has been a fraction of the per capita values 
of the trades of industrialized countries. The smallness of 
Asia’s foreign trade is boih an mdicarion of her present eco- 
nomic backwardness and of the advantages of division of 
labour which are yet to accrue to the world. 

The composition of Asia’s foreign trade has also revealed 
many signs of arrested economic growth. The exports of all 
the Asian countries, except those of Japan, have been mainly 
in crude or semi-processed raw materials, while the imports 
have been mainly in articles manufactured for ready con- 
sumption. Furthermore, even these imports of manufactured 
articles and exports of raw materials are of a highly spe- 
cialized nature and the bulk of the foreign trade is concen- 
trated in four or five articles.^ Between 25 to 30 per cent, 
of the imports of Asian countries in pre-war years were of 
(i) rice, (ii) sugar, (iii) textiles and (iv) textile-makmg 
materials. The imports of these articles of subsistence show 
a lack of self-sufficiency which leads not only to the imports 
of all kinds of manufactured articles but also to those of food- 
stuffs and clothing required for mere subsistence. Similarly, 
an analysis of the exports of (i) rice, (ii) sugar, (iii) tea, 
(iv) raw rubber, (v) tin and tin ore, (vi) manufactured 
textiles and (vii) textile-making materials shows that these 
seven articles taken together account for over 70 per cent, of 
the exports of five Asian countries, for 66 per cent, of the 
exports of one country and for over 35 per cent, of the 
lemaining Asian countries. This excessive export speciali- 
zation imposes many handicaps on the rapid and diversified 


1. Chapter IV, pp. 78-85, 
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development of the countries concerned and is a danger to 
the future expansion of world trade as a whole. 

In spite of their excessive dependence on exports and in 
spite of the highly specialized nature of their exports, the 
Asian countries have been greatly handicapped even in their 
trade in raw materials. Since, during the pre-war years, none 
of them had any developed industries of their own, they 
could never compete with foreign industries in export mar- 
kets. Furthermore, Japan’s aggressive policies had driven 
Asian countries out of the Asian markets as well. Their 
domestic economies had in the result become entirely depend- 
ent on the volume of raw materials they could export and 
the prices which those raw materials fetched. Their economic 
development had thus to proceed along narrow specialized 
lines, with the result that the Asian countries had failed 
during the pre-war period to obtain the full advantage of 
the technological progress which the industrialized countries 
had been making. Their national incomes and living stand- 
ards therefore continued to remain low in spite of the great 
improvements in the West and Asia offered considerable 
resistance to the economic advancement of the world as a 
whole, because the purchasing power of her masses was not 
sufficient to keep the wheels of world trade and industry 
moving at full speed. 

The evils of this excessive dependence on raw materials 
were further aggravated by the fact that, in spite of her over- 
whelming weight in world production, Asia had no organiza- 
tion to stabilize or strengthen her own bargaining power in 
world markets. Her position became all the worse in periods 
of falling prices and since her exports were in only a few 
commodities, every dislocation in those particular export 
markets led to a much greater dislocation in her domestic 
activity. Asian countries were furthermore deprived of even 
the profits of the processing industries. 

Of all the Asian countries, Japan had however established 
a unique position for herself. Her import trade was largely 
in raw materials in which she was greatly deficient and her 
export trade in cheap manufactured articles suitable for direct 
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consumption in countries with low income standards. In and 
by itself, there was nothing wrong in Japan’s commercial 
policy of importing raw materials and exporting cheap con- 
sumer goods. This policy did in fact bring many benefits to 
Asia and it has been argued in a previous chapter that the 
industrial strength of Japan was an advantage to Asia.^ But 
during the nineteen-thirties, Japan unfortunately assumed the 
same kind of commercial militancy which she was later to 
assume in the military field. Her commercial aggression thus 
failed to bring permanent benefit to anybody and there was 
no appreciable improvement even in the living standards 
of her own people. Her commercial development therefore 
added little to the prosperity of the world and such commer- 
cial and military strength as she acquired was only to result 
in her own devastation. 

Furthermore, in spite of their contiguity and cultural 
relationships, the trade between the Asian countries them- 
selves was never properly developed. The commercial ties 
among them were loose and no country considered the deve- 
lopment of intra-Asian trade as an objective of her com- 
mercial policy. 

In spite of its unorganized charactei", the volume of intra- 
Asian trade has always been considerable. Over 40 per cent, 
of Asia’s total foreign trade has, during the pre-war period, 
been intra-Asian and this has been very largely due to Japan’s 
dominant commercial position in Asia. Japan accounted for 
over 20 per cent, of the total value of intra- Asian import trade 
and for nearly 33 per cent, of the intra-Asian export trade. 
Analysed further, it would be seen that if Japan were excluded 
the bulk of the intra-Asian trade consisted of articles of sub- 
sistence, such as, rice, sugar, textiles and textile-making 
materials. 

The foreign trade of the Asian countries has also been 
of a highly competitive nature both in respect of imports and 
exports. Competition from the industrialized countries of 


2. Chapter IV, pp. 102-6, 
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Europe and Amo^dca has handicapped their domes Lie Indus- 
tries and ah the Asian counirlos ha\^e al\^ays been diiectly 
dependent oii me factory producLs oi the West. On the 
export side, Asia^i countries have not been able to utilize a 
u action of their raw materials and have com^jeled amongst 
themselves in me matter ol their exports. In short, ihe pre- 
war biructuie ol Asians foreign trade had assumed a peculiar 
characier. Asian trade had become highly complementary 
with the trades oi Europe and North America and had, at 
the same time, become extremely conii'etilivo as among the 
A<^iaii countries themselves. This, no doubt, brought many 
of the advantages of division of labour on a world basis to 
Asia as also to non- Asian countries ; but it also tended to 
perpetuate the industrial backwardness of Asia and her dan- 
gerous specialization along three or four lines of economic 
activity. 

Here again the position of Japan was unique. She was 
a large importer of raw materials and an exporter of the 
cheaper varieties of consumer good‘='. Her trade with the 
Asian countries was highly complementary. In addition, her 
balance of trade position was always difficult and coupled with 
this was her pressing need to import large quantities of raw 
materials as a condition precedent to her ability to export, 
Japan had also to conserve all her foreign exchange and her 
total commercial and exchange policy was to confine her trade 
activity within what was called the yen bloc. It has already 
been noticed that practically the whole of Japan's foreign trade 
was with her Asian neighbours, except for her exports of 
silk and the imports of raw cotton and specialized industrial 
products.^ 


Changes Brought About by the War 

But the war has completely changed this picture. Large 
parts of Asia have been subjected to the ravages of war and 
many of them have been completely devastated. For example, 


3. Chapter HI, pp. 52-4, 
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the loss of rubber in Malaya has been estimated at 93 million 
U.S. dollars and of tm at 35 millions. In the Philippines the 
damage is estimated at 8,000 million dollars and in Burma six 
million acres of rice land, nearly half of the pre-war acreage, 
have gone out of cultivation. In the Netherlands Indies the 
damage after the war was estimated at 3,000 million dollars 
and that which occurred in the present hostilities must have 
been much greater.*^ 

Industries and earning capacities of the Asian countries 
have also suffered much decline and there are large arrears 
of equipment, normal replacement, transport and other services 
to be made up as soon as practicable. 

In addition to these changes, a change of the utmost eco- 
nomic importance has already occurred. Japan has been 
defeated and one of the greatest threats to the industrial 
development of other Asian coimtries has been removed. 
While this is somewhat to the benefit of Asia, this has also 
deprived Asia of the many commercial services which Japan 
offered before the war and the markets for many of the raw 
materials which her expanding industries required. 

In spite of her suffering and sacrifices, India has emerged 
out of the war relatively stronger than other Asian countries. 
She is no longer the debtor country she had been throughout 
her past connexions with the British Empire ; her productive 
capacity has in the main gone up and the national atmosphere 
for industrial expansion, relatively to other Asian countries, 
is more favouiable.^ With the elimination of Japan as the 
dominant exporter in the Far East, and with the unlimited 
demand of devastated Europe which Britain and the U.S.A. 
are being called upon to meet, India has a very bright future 
in Asian markets. She has no doubt her own domestic diffi- 
culties and the whole of the sub-continent is faced with a dis- 
tressing food deficit. It is to be hoped however that these 
difificulties are temporary and India, of all the Asian countries, 


4. A message from the Reuters New York, dated 14 February 1947. 
5^ This was written in February 1947. Since then India has been 
partitioned ; but this does not change the argument in any way. 



152 


ASIANS TRADE 


will do everything in her power to take the tormer place o£ 
Japan, not only on narrow commercial grounds but on the 
higher and more ethical considerations of helping to remove 
the great shortages which now prevail in the neighbouring 
countries and to strengthen the cultural and commercial ties 
which exist between them. 

Politically, also, there is a new awakening of national 
consciousness over the length and breadth of the continent. 
India has already become independent within the British 
Empire and may, if she likes, become complexely independent 
by June 1948. China is no longer hampered by extra- 
territoriality and unequal treaties ; and Indo-China, the 
Netherlands Indies, Burma, Malaya and Ceylon are all fight- 
ing valiantly for their freedom and will surely acquire it 
within the next few years. As has been stated earlier, free- 
dom to Asian people means the freedom to control and regu- 
late their national economies for the purpose of their own 
economic development. With freedom therefore Asia will 
soon have her own large-scale industries and her commer- 
cial policy will be designed and adapted mainly for the 
achievement of industrialization. 

Proposal for a Central Asian Commercial Corporation 

These aspirations will not however be achieved without 
some Asian organization charged with the co-ordination of the 
economic development of Asia as a whole. 

The war which has upset the former trade ahgmnents 
and which has eliminated the danger of Japanese competition 
has furnished an excellent opportunity for the re-orientation 
of the traditional Asian commercial policies which were based 
on colonial exploitation and industrial backwardness. Asia is 
also now free to take her own decisions and is probably 
stronger than ever before to make herself heard in the com- 
mercial policies of the world, Asia’s foreign trade must no 
longer serve as a slave to the industries of the world, but must 
become the handmaid of her own economic development. Her 
foreign trade must also serve as a means of fostering friendly 
relations with the rest of the world and not, as hitherto^ as a 
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means of developing the industries of metropolitan or 
Empire powers. And, in every case, her foreign trade policy 
must ultimately benefit the millions of her rural workers and 
peasants. 

Chapter I of this Paper has already shown how the 
pattern of Asian industrialization must take a form different 
from that which it has assumed in the West. Unplanned and 
unbalanced industrialization will in the long run only create 
new evils to replace the old, unless every attempt is made from 
the beginning to achieve a proper synthesis between the 
special conditions prevailing in Asia and the new forces which 
rapid industrialization will introduce. It has therefore been 
argued that the development of rural handicrafts is an essen- 
tial requirement of the balanced development of Asia and that 
an Intra-Asian Handicrafts Corporation is necessary for a 
proper development of handicrafts and a freer trade in 
them. 

Similarly, it has been suggested in Chapter II that the 
establishment of an Intra-Asian Commodity Corporation is 
essential for the orderly production and distribution of Asia’s 
raw materials. A special branch of this Corporation will 
attempt to supervise the acquisition of capital equipment for 
Asian industries and eliminate the evils of competitive bid- 
ding. Another branch, as stated in Chapter IV, will examine 
the problem of foreign investments and their regulation in 
the interests of both the lender and the borrower. 

The work of these specialized organizations must however 
be related to the bigger commercial policies which Asia as a 
whole must adopt in future. It is therefore suggested that a 
Central Asian Commercial Corporation, of which the other 
organizations will be specialized agencies, is also essential. 
This Corporation will advise individual Asian coxmtries as to 
the best lines along which national development could pro- 
ceed in the interests of Asia as a whole and the manner in 
which national policies could be related to the bigger world 
and Pan-Asian policies. 

A very rough ci^position of the various organizations 
proposed can be shown diagramatically as follows ; 

20 
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The tasks before the Central Asian Commercial Corpora- 
tion will be many and of a varied nature, and can only be 
indicated broadly under the followmg heads : 

(a) Pooling of Commercial Infor7nation. The previous 
chapters have shown the defective organization of the statistical 
and commercial services of Asian countries. Broadly speak- 
ing, Asian countries have so far largely depended for com- 
mercial intelligence legarding Asia’s raw materials, intra- 
Asian trade, national trade statistics, etc., on foreign publica- 
tions and reports. There has yet been no proper and co- 
ordinated set of statistics compiled by an Asian statistical 
organization for the special use of Asian countries and with 
special reference to intra- Asian problems as such. This makes 
the task of statistical interpretation extremely difficult and, 
broadly speaking, the present gaps in the analysis of intra- 
Asian trade are so large and so many that a scientific study 
of future prospects becomes nearly impossible. The proposed 
Central Commercial Corporation must obviously take up this 
question ; and fill in as many gaps as possible. 

(b) Position of Japan, Japan’s trade in the pre-war 
years has been analysed in some detail in previous chapters 
and it has been argued that Japan will not be able to stage 
a rapid recovery in the post-war period ; and that she will 
become a heavily deficit country on current account and will 
remain so for at least another decade or more. 

Japan has played a large part in world, as also intra- 
Asian, commerce ; she has a large industrial capacity of her 
own ; her population is technically trained and industrious ; 
and she has always been and must always remain an integral 
part of Asia as such. She has helped to build up intra-Asian 
trade, and properly guided and assisted, she can yet be made 
to play a very useful part m the economic development of 
the Asian nations. It will help no one to keep Japan in her 
present position of economic collapse and dislocation, while 
it might help Asia a great deal if Japan’s economic recovery 
is expedited and directed towards the devdopmeift of the 
whole continent. 
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The long-range task will therefore be to devise the means 
oi utilizing the potential capacity of Japan for the develop- 
ment of Asia as a whole, and, at the same time, to ensure 
that she is not allowed to revert to her aggressive commer- 
cial policies of the past years. A properly developed and 
co-operative Japan can be a great asset to Asia and it is to 
be hoped that a rapidly recovering Japan will soon be brought 
within the orbit of the co-operative scliemes of a pan-Asian 
nature. 

The problems arising out of the existing vacuum created 
by the disappearance of Japan will also need constant review. 
In the first place, the task will be to i ill in this vacuum as 
best and as economically as possible ; and having filled it in, 
the second task will be to ensure that proper room is also 
left for the gradual expansion of Japan during the next few 
decades. It would be most harmful for all the countries con- 
cerned tC the structure required to fill in the present vacuum 
has later to be pulled down completely. This is an enormous 
task and can only be handled by an Intra- Asian organization, 
since Japan’s trade in the past had been largely with the Asian 
countries, 

(c) Capital Equipment. There is no doubt that all the 
Asian countries are now launched on a career of large-scale 
industrialization ; and experience all over the world shows 
that the initial stages of industrialization have always been 
hard to achieve. 

Asia is going to require much technical equipment, tech- 
nical advice, external finance and above all, the co-operation 
and good-will of the industrialized nations of the world. 

There is thus enormous scope for world co-operation in 
this sphere and the various internafcional commissions of the 
United Nations are expected to deal with many of the aspects 
of this question. But there is yet no intra- Asian organization lo 
promote the special interests of the various Asian countries 
as such, to eliminate competitive bidding among the Asian 
coxmtries themselves for equipment in short supply, to explore 
the prospects of Asian countries being able to increase the 
manufacture of their own equipment, etc. These and allied 
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problems will best be taken up by the proposed Central Asian 
Commercial Corporation. 

(d) Foreign Investment, Chapter IV has emphasized 
the part foreign investments have played in the development 
of Asia’s foreign trade and how the balance of trade positions 
of the various countries have been afiected by foreign debt. 
An analysis of the burden of foieign debt has also revealed 
that foreign debt has not led to any dram on Asia’s resources 
and in all probability the foreign investor has not been able 
to recover his full interest and dividends 

But the problem of foreign debt is a very complicated 
one. In the first mstance, there is no definite and fixed 
pattern of lending and borrowing ; secondly, entrepreneur 
investments raise complicated political issues ; thirdly, there 
never has been any regulation or adjustment of debt to suit 
the changing exigencies of trade; and finally, we have yet 
no idea as to the new probleans which war devastation will 
raise nor of the flow of foreign capital which will be essential 
to ensure the full development of Asia 

That Asia has benefited from foreign debt is undeniable 
and it is also certain that her foreign debt has not subjected 
her to any great economic strain. But the whole problem 
requires more constructive and co-operative action than it has 
so far received ; and this is obviously a subject which a spe- 
cialized branch of the proposed Central Asian Corporation 
must take up. 

(e) Merchant Marines. Service income is to-day nearly 
as important as the income received from foreign trade. Lack 
of merchant shipping involves a strain on a country’s balance 
of payments and the income from the carrying trade accrues 
to countries which are neither the producers nor the con- 
sumers of the articles traded. The concentration of merchant 
marines in the hands of a few countries also raises many 
strategic problems. 

It can therefore be argued that the time has come to bring 
all the merchant marines of the world under the ownership 
and control of some international organization; and this 
subject deserves careful attention. 
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Development of Asian & Intra-Asian Trade 

The greatest impetus to Asia's industrialization will be 
imparted by an increase in her foreign trade. Experience of 
industrialized countries all over the world shows that the rate 
of growth of foreign ttade in the initial stages of industriali- 
zation has always outpaced the rale at which industrial pio- 
duction has increased. For, increased foreign trade, assum- 
ing there is also an increase in transport and other services, 
results in the expansion of domestic, or one might say rural, 
markets in which primary products are sold in larger quanti- 
ties and at higher prices than would be the case in the 
absence of foreign trade. And, until domestic industries aie 
more fully developed, this results in increased imports of 
manufactured articles which are so essential for raising the 
standards of living.^ 

Although Asia’s imports consist primarily ot manuiac- 
tured articles, it must not be supposed that industrial and 
technological progress has benefited the Asian populations to 
any great extent. In fact, the consumption of manufactured 
articles in Asia has always been deplorably low as compared 
with the absolute requirements of the people or with the con- 
sumption of industrialized countries. While Asia must 
do everything in her pov/er to maintain and increase her 
extremely low consumption of manufactured articles, she must 
at the same time begin to build up her manufacturing 
industries. In short the volume of imports of all kinds 
of finished products as well as of capital equipment must 
increase several times over the pre-v/ar levels. 

Nevertheless, the problem as it has been posed in ail the 
Asian countries, including India, China, Japan, Ceylon and 
Burma, has assumed a form which is altogether different. It 
has been argued that the imports of manufactured articles 


6. According to the League of Nations* Industrialisation and Foreign 
Trade^ it was found that *a high manufacturing production per capita 
usually accompanied a high per capita import of manufactured goods 
and that countries lagging behind in industrial development appear 
generally to be small per capita importers of consumer goods/ P. 87. 



THE FUTURE OF ASIANS TRADE 


159 


should be drastically cut in order to make greater room for 
increased imports of equipment and to reduce foreign com- 
petition in the home market. Such arguments exaggerate, on 
the one hand, the speed at which industrialization can be 
achieved anywhere in the world, and especially in Asia; on 
the other, they under-estimate the enormous need for increased 
consumption of factory products as a means of raising efficiency 
and hastening industrialization. For, Asian industrialization 
will not achieve satisfactory results if it involves a further 
lowering, however temporary il might at first seem to be, of 
the existing low levels of consumption. 

Viewed as such, the first and by far the most important 
objective of Asian commercial policy will be to increase the 
domestic production and exports of raw materials and pri- 
mary products by every means possible, including, should large 
exports prove necessary, a drastic regulation of domestic con- 
sumption. This would raise the purchasing power of the 
millions of Asians and increase their effective demand for 
finished products. Over three-fourths of Asia’s millions 
are engaged in primary production, and the experience of 
industrialization, especially in China and India, ^ shows that it 
has done, relatively to the sacrifices involved in terms of real 
effort and the diversion of real resources, little to bring higher 
living standards to the cottage dweller. On the balance, the 
countryside has probably become the poorer for the disruption 
of handicrafts which unbalanced industrialization has brought 
about and the migration of its most productive and pro- 
gressive sections to urban slums. 

The process suggested here is thus different from the one 
which has hitherto been advocated in Asia. The emphasis here 
is on the maximum utilization of primary products as a means 
of accelerating industrialization rather than import restrictions. 
Otherwise Asian industrialization will remain, as at present it 
is, a hot-house plant which will never thrive in the Asian 
climate. 

It is therefore argued that the ultimate success, as also 
the initial growth, of Asia's industrialization will depend on 
the success of her effort to maximize her income from the raw 
materials in which she enjoys comparative natulral advantage. 
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High though the present prices are and great though the 
present demand is, the task is by no means simple. A wide 
range of synthetic substitutes have come into commercial use 
during the war, and the industrial technique has in a large 
measure been adapted to them. Non-Asian sources of supply 
have also been tapped and many of them have been developed. 
And much damage to existing supplies within Asia herself 
has taken place. Constant vigilance over her abundant re- 
sources of raw materials is the price Asia must pay for indus- 
trial aspirations and that vigilance can only be exercised by 
some pan- Asian organization. 

As regards imports, the difficulties in the acquisition of 
capital equipment have already been mentioned and the lines 
of intra-Asian co-operation have been suggested. As the 
figures in Chapter III and IV have shown, Asia was never a 
large importer of capital equipment Her absorption of 
capital equipment will only begin to increase on a substantial 
scale, after the present period of rehabilitation is over. 

In the meantime, the hulk of her import trade will 
continue to be in manufactured articles of the cheaper varie- 
ties ; and this is a field which offers much scope for intra- 
Asian effort. India can help a good deal in making up the 
gaps in the present short supplies and Japan can also take 
some part in it. The present conditions also give many oppor- 
tunities for the revival of national handicrafts and for esta- 
blishing new channels of imports within the Asian countries 
themselves. The Central Asian Commercial Corporation is 
obviously the organization which must take up this question 
and draw up lines for the future development of intra-Asian 
trade and for promoting the manufacture of articles which 
Asian populations require and which can be easily manufac- 
tured within Asia herself. 


G. S. Press. Madras 






